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THIS MONTH 
* 
OOKING over our January mate- 


rial we find that we have com- 
plained in one paragraph that the 
program of the University Teachers 
of Insurance meeting at Philadelphia 
did not contain much of specific in- 
terest to the fire and casualty people 
* Yet we are printing a good deal 
of Mr. Taylor's speech on Mutual Sav- 
ings Bank Life Insurance and comment- 
ing on other papers not directly relat- 
ing to our field. However, we judged 
that our readers would enjoy these dis- 
cussions because, after all, all insur- 
ance is closely related * As promised, 
also, we are printing the address of 
Mr. Sawyer on ‘Flexibility in Ameri- 
can Insurance" which deserved atten- 
tion last month but had to be omitted 
because of the large abundance of 
other discussions incident to the Corm- 
missioner's meeting °® Likewise you will 
find Mr. Zimmerman's views on va- 
rious topics (expressed at Biloxi) from 
the life agents’ standpoint quoted and 
summarized ® If there is a bit of glee 
in our editorial we contend that it is 
justified, and altogether we think the 
news from everywhere is pretty good. 


NEXT MONTH 


EBRUARY may run to economics 

somewhat and a more than usual 
proportion of technical matters, but 
we have uncovered some exceptionally 
amusing "Bunk of the Month" possi- 
bilities which should lighten up the 
issue as well as instruct certain folks. 
We have in mind also discussing ''Well 
the Insurance Groundhog Sees Its 


Shadow!" 
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background for an efficient and constructive administration. Committee 
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-EDITORIALLY 
WE SAY « « « « 




















advisable for a pitcher — even a left-handed one 

who’ learned his trade throwing rocks through knot- 
holes — to have a little stuff in addition to his fast ball. 
Some batters like fast ones, and have an annoying habit 
of sending them back as line drives that may tear a 
pitcher’s head off. 


[: major-league baseball circles it is considered very 


Upon the same theory, the stock insurance executives 
whose laborious duty it is to devise arguments with 
which their agents can attempt to halt the trend toward 
mutual insurance always have been realistic enough to 
appreciate the necessity for providing the agent with 
several types of delivery. Not every property owner’s 
hair will stand on end when he is given the fast one 
that mutual insurance is part of a gigantic plot to destroy 
the capitalistic system and substitute a Red dictatorship ; 
sometimes he steps up and takes a nice cut at that one. 
For use in such circumstances there have been devised 
the screwball — as typified by the late-lamented Dau- 
walter Formula for rating insurance carriers — and 
many others. One of the most popular is the simple 
roundhouse, or curve ball, which is based on the con- 
tention that a lower price for insurance means that the 
insurance is somehow inferior. 


This one has an almost infinite number of variations. 
One agent advances the charge that there are only so 
many cents in any insurance doilar, and that hence the 
mutual companies either must pay dividends which they 
are not earning, or must give inferior service and pro- 
tection to their policyholders in an effort to reduce cost. 
Others, ignoring the fact that many of the mutual com- 
panies do business upon an agency basis, assert that the 
savings returned to the mutual policyholder are secured 
entirely by the elimination of the agent, and that the 
amount of savings returned is substantially the amount 
that would otherwise be paid to an agent for his work; 
agents are therefore urged to impress upon policyhold- 
ers the value of the agent’s services, and that these min- 
istrations are worth the difference in price. Still others, 
who really have the flair for picturesque propaganda, 
infer that the mutual savings are pulled out of the air, 
and that continuing to pay them will destroy the mutual 
companies eventually. This last delivery is an adapta- 
tion of the old-time spitball, and may be employed only 
by veterans who began using it prior to 1921. 


These arguments are sometimes amusing, sometimes 
intriguing, and sometimes annoying — depending largely 
upon whether they are advanced as unconscious comedy 
or as downright misrepresentation. It is unfortunate 
for the stock insurance world that all of them will 
be deflated by the recent release of the New York In- 
surance Department of a four-year tabulation of fire 
insurance experience which substitutes facts for fancies. 
A careful study of it is recommended to everyone who 
is interested in the fire insurance business; for those 
whom statistics frighten it might be desirable to point 
out a few highlights. 


The statistics are given as aggregates for the years 
1935, 1936, 1937, and 1938. The figures used are those 
of the stock fire insurance companies doing business in 
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New York, with reinsurance companies excluded, and 
of the mutual fire insurance companies doing business in 
New York, with the Associated Factory Mutuals ex- 
cluded. They are truly representative of the two gen- 
eral competing groups — thirty-eight of the forty-eight 
mutual companies listed are members of the Federation 
of Mutual Fire Insurance Companies; over eighty per 
cent of the stock fire insurance companies members of 
the National Board of Fire Underwriters are included. 
The exclusion of the Associated Factory Mutua's and 
of the farm mutuals results in a large understatement 
of the total amount of premiums written by the mutual 
carriers, but does result in the giving of comparable 
experience figures for both sides. 


HE first fact which literally jumps out of the statis- 

tical tables is that the mutual companies earn by 
their underwriting operations the savings paid to their 
policyholders. In the three years of 1936, 1937, and 
1938 the mutual companies showed net underwriting 
gains of between 27 per cent and 28 per cent; in the 
exceptional year of 1935 this gain from underwriting 
was 30.9 per cent. The underwriting experience of the 
stock fire insurance companies is not nearly as favor- 
able nor nearly as stable, fluctuating from a high of 
13.9 per cent in 1935 to a low of 88 per cent in 1938. 
Since this is not returned to the policyholders, however, 
it is apparent that in the four-year period the stockhold- 
ers of the stock fire insurance companies have had added 
to their investment gains a very substantial underwrit- 
ing profit which averages some 10 per cent. 


The second outstanding fact is that the mutual com- 
panies had a more satisfactory loss experience than the 
stock companies in each of the four years. In 1938, the 
last year for which the experience is given, the stock 
loss ratio was 37.9 per cent against a mutual loss ratio 
of 32.3 per cent. This difference of 5.6 per cent would 
seem to indicate that in that year mutual management, 
and mutual engineering and inspection service, pro- 
duced a result some 15 per cent better than did their 
stock company equivalents. 


Doubtless there will be a further surprise for those 
unfamiliar with mutual operating methods in the analysis 
of the expense involved in writing the business studied : 
for the mutual companies the expense ratio was never 
more than 40 per cent of the earned premium, for the 
stock companies it was never less than 50 per cent. In 
1938 the figures were 53.3 per cent for the stock com- 
panies, and 40 per cent for the mutual carriers. 


Nor is there any basis for the charge that there is 
chiseling in the matter of the agent’s commission. An 
analysis of the individual companies listed indicates 
that those mutuals which operate through agents pay 
quite ample commissions. The commission level of 
twenty of them stood above 19 per cent, and yet sev- 
enteen of these companies showed an underwriting profit 
of more than 20 per cent. The contention that the funda- 
mental reason why mutual insurance saves money for 
the policyholder is because it throws the agent to the 


(Continued on next page) 
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wolves thus demonstrates itself to be 
sheer nonsense. And the salaried mu- 
tual representative is as well-paid as 
a commissioned agent. 


In two items of expense the mu- 
tual companies expended more money, 
in proportion to premium volume, 
than did their stock competitors. 
These items were field supervision 
and general administration, and the 
higher mutual expense in these fields 
reflects to a considerable degree the 
cost of the inspection and engineer- 
ing service rendered by the mutual 
companies to their policyholders. This, 
of course, has as a result the lower- 
ing of the mutual loss ratio. The mu- 
tual companies have always regarded 
loss prevention as one of the funda- 
mental reasons for their existence, 
and they have never hesitated to ex- 
pend money for that purpose. In con- 
trast there may be found in stock 
insurance’s skeleton closet that clas- 
sic quotation from the testimony of a 
leading stock company executive to 
the effect that “a good number of 
fires means a good premium ac- 
count”. 


In closing it might be well to call 
attention to the developments in the 
competitive picture which the New 
York Insurance Department’s statis- 
tics reveal. In the four years for 
which data are given the earned 
premiums of the mutual companies 
increased each year, the earned 
premium figure in 1938 being some 
five and one-half millions of dollars 
more than in 1935. Earned premi- 
ums of the stock fire insurance com- 
panies fluctuated, but the trend was 
downward ; the earned premium fig- 
ure in 1938 was some seven millions 
of dollars less than in 1935. 


Complacent stock insurance execu- 
tives who have been making during 
recent months self-congratulatory ad- 
dresses upon the theme of “How to 
Check Mutual Competition” may well 
consider the story of the New York 
statistics. Obviously the types of de- 
livery with which the agent has been 
provided are not good enough; while 
what he has does not lack deception, 
it is pretty easy to hit. 

Many of the more intelligent in- 
surance leaders hold that most of the 
present competitive bitterness be- 
tween companies could be eliminated 
if facts were substituted for propa- 
ganda. The New York Insurance De- 
partment has shown the way in this 
matter by supplying facts. Doubtless 
these facts will be used by the mutual 
carriers. It will be interesting to see 
what the stock companies do with 
them. 
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Miscellany 


TESTS SHOW THAT THE SKIDDING 
ACCIDENT RATE IS FORTY TIMES 
greater on snowy and icy roads than 
on dry pavements — Some eleven 
million homes in the United States 
are now equipped with mechanical 
refrigeration leaving about fifteen 
million homes for the ice manufac- 
turers to serve — In 1830 it took 
three hours of labor to produce a 
bushel of wheat; today ten minutes 
— Nearly seven million Americans 
put the National Parks on their va- 
cation itinerary during 1939 — 550 
newspapers have ceased publication 
in the United States during the past 
five years — Sidewalks in a city in 
one of the southern states are divided 
into sections with stripes; two out- 
side lanes for loafing, inside one for 
walking — The world supply of radi- 
um now totals 800 grams, the price 
of which is $25,000 a gram — 19 
per cent of all cash received by 
United States farmers comes from the 
sale of milk — Alaska has 65,000 
square miles suitable for farming, yet 
in 1930 had only 14 square miles in 
cultivation. 
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Director Palmer Reports 


A TEN PER CENT REDUCTION IN 
FIRE INSURANCE PREMIUMS ON 
dwellings was put into effect during 
1939 by the Illinois State Department 
of Insurance which, with two previ- 
ous reductions of about eight per cent, 
has resulted in a net annual saving 
to policyholders of $1,250,000, it is 
revealed in a year-end report by 
Ernest W. Palmer, Director of In- 
surance. 

“Changing economic conditions placed 
an increased responsibility on the De- 
partment in supervising the business of 
1,151 companies doing business in IIli- 
nois”, the year-end report says. 

“This work has been effectively ac- 
complished and today Illinois can boast 
of sound insurance institutions provid- 
ing policy contracts that are not only 
fair and reasonable as to coverage, but 
also as to cost. 


“Policyholders of the state of Illinois 
paid premiums during the year of ap- 
proximately $454,000,000. Insurance com- 
panies have on deposit with the De- 








partment approximately $43,000,000 in 
securities. Practically all of these de- 
posits are made by domestic companies. 
During 1939 the Department examined 
approximately 10,000 policy forms sub- 
mitted by various companies. 


“Through the investigation of fires 
and a program of inspection and educa- 
tion, fire losses within the state have 
been held to a minimum. While it is 
true that the number and amount of 
losses sustained during 1939 exceeded 
those of the previous year, this was 
brought about in great measure by one 
large grain elevator loss in Chicago and 
an increase in industrial activity.” 


Company Executives to Meet 
at AMA Finance Conference 


COMPANY EXECUTIVES, INCLUDING 
PRESIDENTS, TREASURERS, CONTROL- 
lers, auditors, and others charged 
with financial responsibilities in all 
lines of business, will attend the 
American Management Association’s 
Finance Conference that will be held 
on January 24-25, at the Hotel New 
Yorker, New York City. 

The meeting will be devoted to 
such topics as: Current Problems in 
Financial Management, Budgetary 
Control, The Effects on Financial 
Management of Social Legislation, 
and Future Developments in Audit- 
ing and Accounting. 

Among speakers will be Jerome 
Frank, chairman of the Securities 
Exchange Commission, who will 
speak on the relation of government 
to financial management; P. F. 
Boyer, comptroller of the Republic 
Steel Corporation; Dana C. Backus, 
attorney for White & Case, New 
York. 


The detailed program is as follows: 


Wednesday Morning—‘“Current Prob- 
lems in Financial Management”, F. B. 
Flahive, comptroller, Columbia Gas & 
Electric Corporation, and vice-president, 
AMA Finance and Accounts Division; 
“Government Regulation and Financial 
Management”, Dana C. Backus; “Cor- 
porate Financing: Refunding Old Obli- 
gations and Financing New Issues”; 
“Capital Loans for the Smaller Busi- 
ness”, Glenn McHugh, second vice- 
president, The Equitable Life Assur- 
ance Society of the United States. 

Wednesday Afternoon—‘The Present 
Status of Industrial Budgeting’, Arthur 
Lazarus, Day & Zimmermann, Inc., 
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chairman of the session; ‘‘Flexible 
Budgeting”, S. R. Shave, director of 
budgets, Westinghouse Electric & Man- 
ufacturing Co., Pittsburgh; “Justified 
Departures from Detailed Budgeting”; 
“Budgeting Sales and Selling Costs”. 

Thursday Morning — “Effect of So- 
cial Legislation on Production and Oper- 
ating Costs”, P. F. Boyer, comptroller, 
Republic Steel Corporation, Cleveland; 
“Effect of Social Legislation on Opera- 
tion of Private Pension Plans’, Walter 
Forster, partner, Towers, Perrin, Forster 
& Crosby, Inc., Philadelphia. 

Luncheon Session — Speaker, Jerome 
Frank. 

Thursday Afternoon—“Realism in Ac- 
counting”, Charles B. Couchman, Bar- 
row, Wade, Guthrie & Company, New 
York; “New Thinking in Auditing”, 
Samuel J. Broad, partner, Peat, Mar- 
wick, Mitchell & Company, New York, 
and vice-president, American Institute 
of Accountants; “Inventory Checking 
and Some of Its Problems”, E. S. Cold- 
well, Ford, Bacon & Davis, Inc., New 
York. Wyman P. Fiske, associate pro- 
fessor of accounting, Massachusetts In- 
stitute of Technology, will preside over 
this session. 
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Plan for 1940 A & H 
Insurance Week 


THE FIRST MEETING OF THE GEN- 
ERAL COMMITTEE OF 1940 ACCIDENT 
and Health Insurance Week will be 
held at Chicago on Wednesday, Jan- 
uary 24. A list of appointments has 
just been completed of persons who 
will serve on the general committee. 
All types of accident and health busi- 
ness are represented on the commit- 
tee membership. 


General committee chairman, Har- 
old R. Gordon, reports that plans are 
being completed so an extensive 
agenda of publicity ideas and sugges- 
tions will be presented to the new 
general committee at its first meeting. 


Heltzen Now Heads 
Rhode Island Company 


IT HAS BEEN ANNOUNCED THAT 
THE RESOLUTE FIRE INSURANCE COM- 
pany of Providence has begun busi- 
ness in Rhode Island and Connecti- 
cut, with Oscar L. Heltzen, former 
Rhode Island Insurance Commis- 
sioner, as president and attorney. 
Chartered by the Rhode Island legis- 
lature in 1926, the company’s charter 
was acquired by new interests this 
year, reported to be connected with 
a finance company in Hartford. 

Activities of the company will be 
limited to automobile fire, theft, col- 
lision and comprehensive coverages, 
mostly in connection with financed 
automobile business. The company’s 
authorized capital is $1,500,000 and 
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it began operations with paid-in 
capital of $200,000 and surplus of 
$10,000. 

Howard Hopkinson is vice presi- 
dent, and Robert T. Fitzgerald is 
secretary and treasurer. The direc- 
torate consists of the officers, Francis 
J. Clarkin and Gordon C. Wisbach. 


The original incorporators of the 
Resolute in 1926 were Emil G. Pie- 
per, Byron F. Watson and other 
directors of the Rhode Island Insur- 
ance Company. The current opera- 
tion of the new company has no con- 
nection with the Rhode Island, how- 
ever, or with the policy contract in 
the name of ‘Resolute Underwrit- 
ers” issued and guaranteed by the 
Rhode Island and Merchants Com- 
panies. 
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Preliminary Plans for Mid- 


west Safety Conference 


PRELIMINARY PLANS FOR THE 18TH 
ANNUAL MIDWEST SAFETY CONFER- 
ence — which will open a three-day 
session at Chicago’s Hotel Sherman 
on April 30 — were announced at a 
recent meeting of the General Spon- 
soring Committee attended by rep- 
resentatives of 65 organizations 
cooperating in the promotion of in- 
dustrial and public safety. 


An executive committee of twenty- 
two members was named to formu- 
late the program for the 1940 Con- 
ference, and will hold several meet- 
ings during the next few weeks for 
this purpose. At the next meeting of 
the General Sponsoring Committee 
plans will be made to promote a 
larger attendance than ever before. 
The 1939 Conference had registra- 
tions of 3,013 individuals, represent- 
ing 542 organizations. 

Members of the 1940 executive 
committee are: W. R. Abbott, Jr., Au- 
tomatic Signal Corporation; Peter J. 
Angsten, Illinois Industrial Commis- 
sion; J. D. Berman, Western Electric 
Company; P. J. Brand, Pullman. 
Standard Car Manufacturing Com- 
pany ; George Burns, National Safety 
Council; D. Melville Carr, American 
Red Cross; Warren A. Cook, Zurich 
General Accident and Liability In- 
surance Company; C. H. Davis, 
Commonwealth Edison Company ; L. 
E. Dickson, Standard Safety Equip- 
ment Company; Earl Fyler, Carne- 
gie-Illinois Steel Corporation; D. 
Goodwillie, The Willett Company ; 
E. L. Henry, Association of Ameri- 
can Railroads ; H. G. Hensel, Youngs- 
town Sheet and Tube Company: 
Van Hunter, International Harvester 
Company; W. Dean Keefer, Lum- 
bermen’s Mutual Casualty Company ; 
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F. A. Lauerman, Republic Steel Cor- 
poration; F. M. Pepper, Illinois Bell 
Telephone Company; L. M. Rice, 
Liberty Mutual Insurance Company ; 
Mrs. J. E. Sime, Illinois Federation 
of Women’s Clubs; Leslie J. Soren- 
son, Chicago City Traffic Engineer ; 
George G. Traver, Greater Chicago 
Safety Council, and R. E. Vernor, 
Western Actuarial Bureau. 


Ackerman Text on 
“Insurance” Revised 


THE WIDELY USED TEXTBOOK “IN- 
SURANCE”, BY S. B. ACKERMAN, PRO- 
fessor of Insurance, School of Com- 
merce, Accounts and Finance, New 
York University, has been published 
in revised form. 

The author has retained the orig- 
inal aim of the book, namely, to aid 
the buyer of insurance and the various 
people engaged in the service of in- 
surance. Like the previous edition, 
the revised treatment includes not 
only the more usual types of insur- 
ance such as life, fire, marine, work- 
men’s compensation, automobile, and 
accident and health insurance, but 
practically all of the other lines which 
corporate officers and others must 
consider when making adequate pro- 
vision against insurable risks — 
sprinkler leakage, water damage, ex- 
plosion, riot, and civil commotion, 
rain, hail, windstorm, cyclone, and 
tornado, earthquake, livestock, in- 
land marine in its varied forms, mis- 
cellaneous liability, professional lia- 
bility, aviation, steam boiler and ma- 
chinery, burglary, theft, larceny and 
robbery, plate glass, credit, land title 
and fidelity and surety bonds. 

The book is published by the Ron- 
ald Press Company, 15 East 26th 
Street, New York City, N. Y., and 
sells for $4.50. 


Transferred to New York 
Office 


THE NORTHWESTERN MUTUAL FIRE 
ASSOCIATION HAS ANNOUNCED THAT 
Fred Lundh, a former New Yorker, 
who has spent the last three years 
in the company’s home office in 
Seattle, has been transferred to the 
staff of its New York City depart- 
ment. The volume of business en- 
joyed by this office has increased to 
such an extent that the services of 
another fire and allied lines under- 
writer were required. While Mr. 
Lundh has specialized in underwrit- 
ing, he is also a capable claims ad- 
viser and inspector. 
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Public Liability Coverage of 
Accidental Injuries 


AN INTERESTING DECISION ARISING 
FROM AN EQUALLY INTERESTING FAC- 
tual situation was decided on Decem- 
ber 7, 1939, when the Court of Civil 
Appeals of Texas at Beaumont, held 
in favor of an assured under a policy 
covering public liability for damages 
because of bodily injuries “acciden- 
tally sustained by any person or per- 
sons.” 


In the case at issue, Travelers Ins. 
Co. v. The Reed Company, the latter 
concern sold a refrigerator on the 
installment plan to a Mr. J. J. Bunch. 
When certain installments became 
due, and were unpaid, the Reed Com- 
pany sent a collector to the Bunch 
home. This collector talked with Mrs. 
3unch about the delinquent install- 
ments, and, before the Bunch children 
and a stranger, in a loud and vocifer- 
ous voice, threatened legal action and 
process that would deprive them of 
their home and furniture. Mrs. Bunch 
suffered both mental and physical 
anguish and humiliation because of 
the collector’s language and conduct, 
and subsequently gave birth to a 
child prematurely. Mr. Bunch there- 
upon brought action against the Reed 
Company to recover damages for the 
injuries to his wife. 


The Reed Company, insured with 
the Travelers under a public l’ability 
policy in the usual form, notified the 
insurer of the pending action and re- 
quested it to defend the case. The 
insurance company refused to defend 
the suit on the theory that it was not 
an action covered by the insurance 
contract—there being allegedly ‘no 
allegation of bodily injury acciden- 
tally sustained” in Bunch’s complaint. 
The Reed Company defended its own 
suit, which resulted in judgment for 
3unch for $2,009. Subsequently that 
company sued the Travelers Insur- 
ance Company to recover the $2,000 
it was compelled to pay, $400 attor- 
neys’ fees incurred in defense of the 
suit, and for an attorney’s fee of $300 
for prosecuting the action to recover 
from the insurance company these 
items. The trial court awarded judg- 
ment to the Reed Company on all 
three items. On appeal taken by the 
Travelers, the decision of the trial 
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court was reversed and remanded on 
the award of attorneys fees, but af- 
firmed on the award of the amount 
of the judgment. 


The court in its findings, using defi- 
nitions of “gross negligence” found 
in other Texas cases, declared that 
the collector in his dealings with Mrs. 
Bunch, was grossly negligent, a: 
that bodily injuries resulting from 
“gross negligence” being within the 
coverage of the policy, the insurer was 
liable for having failed to defend the 
suit brought on the basis of bodily 
injuries inflicted by such act, and 
was therefore liable for the loss sus- 
tained by the insured in doing so. 


Consolidates Policyholders 
Loss Prevention Department 


WILLIAM H. SEYMOUR, FOR THE 
PAST E'GHTEEN YEARS AN EMPLOYE 
of the Liberty Mutual Insurance Co. 
of Boston, has been named vice presi- 
dent and manager of the company’s 
Policyholders Loss Prevention De- 
partment. 

Joining Liberty Mutual’s engineer- 
ing department in 1922, on his resig- 
nation as Captain in the Army, Mr. 
Seymour presently became chief en- 
gineer in the New York district. 
Later, he was made assistant district 
manager, then district manager and 
finally resident vice president of the 
Middlewestern territory. Mr. Sey- 
mour undertakes his new job after 
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W. H. SEYMOUR (Top) 
S. E. WHITING (Below) 








wide experience in policyholder con- 
tacts in both the loss prevention and 
sales actvities of his company. 

F. E. Whiting was named vice 
president and consulting engineer of 
the Liberty Mutual, concurrent with 
Mr. Seymour’s appointment. In this 
capacity, Mr. Whiting whose reputa- 
tion is national as an authority in the 
field of electrical and toxic hazards, 
will continue his valuable special re- 
search work and also act as the tech- 
nical advisor of the Policyholders 
Loss Prevention Department. 


35 Miles As Night Speed 
Limit 

MR. J. C. VINCENT, MINNEAPOLIS 
CITY TRAFFIC ENGINEER, IS CAM- 
paigning for a 35 mile night limit for 
automobile driving. He has collected 
considerable interesting evidence that 
speed at night is especially dangerous. 
This was developed in a talk given 
before the North Central Optometric 
Educational Congress. This body also 
heard Dr. A. R. Lauer, Associate 
Professor of Psychology at Iowa 
State University tell that his research 
had resulted in uncovering additional 
indications that relatively small 
amounts of alcohol will make an auto 
driver unreliable. 


Employment of Attorneys of 
Adjustment Corporations 


THE RIGHT OF A LAY ADJUSTER OR 
AN ADJUSTMENT CORPORATION TO 
select and engage a lawyer to act for 
an insurance company is specifically 
upheld in a recent opinion of the 
Committee of Professional Ethics and 
Grievances of the American Bar As- 
sociation, provided that the adjuster 
or adjustment corporation has been 
authorized to employ attorneys by the 
insurance company. 

While establishing the fundamental 
right of the adjuster to engage the 
attorney, the opinion establishes cer- 
tain conditions which must be met if 
the adjuster is not to be charged with 
unauthorized practice of law or the 
attorney to be charged with improper 
conduct. There must be no connec- 
tion between the adjuster and the 
lawyer which would make its solicita- 
tion of adustment business an indirect 
solicitation of professional employ- 
ment for the lawyer and the adjuster 
must not exploit the services of law- 
yers for his own gain. Once the at- 
torney has been engaged it must be 
recognized by all parties that he 
represents the insurance company and 
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not the adjusting agency and his 
responsibility is to the company. The 
lawyer must be allowed to communi- 
cate directly with, and obtain his in- 
structions directly from the insurance 
company when he so desires and gen- 
erally speaking, copies of all corre- 
spondence to the lay-adjusting agency 
and the attorney should be forwarded 
to the insurance company. The attor- 
ney’s fee for his services should be 
paid directly by the insurance com- 
pany. 

As a further qualification of the 
opinion the committee points out that 
what constitutes unauthorized prac- 
tice of the law in a particular juris- 
diction is a matter of determination 
by the courts of that jurisdiction and 
that if a lawyer, solicited by a lay- 
adusting agency, knows or has sub- 
stantial grounds for believing that 
such adjusting agency is engaged in 
activities which constitute the un- 
authorized practice of law, he must 
refuse employment. The rules stated 
in this opinion permitting the employ- 
ment of attorneys by adjusters are 
based on the presumption that the 
adjusting agency is not engaged in 
activities which constitute unauthor- 
ized practice of the law. 


FIRE 
NEWS... 

















Hodges Heads Southwestern 
Department of Mill Mutuals 


A. OMAR HODGES WHO HAS BEEN 
ASSOCIATED WITH THE SOUTH WEST- 
ern department of the Mill Mutuals 
at Kansas City, Missouri, since 1916 
and who has served as assistant man- 
ager since 1927, has been elected 
manager. He succeeds L. C. Gray 
who was elected to the presidency of 
the Millers National Insurance Co. 
of Chicago, Illinois, following the 
death of H. M. Giles last year 

Mr. Hodges has served the policy- 
holders of the Mill Mutuals as field 
service representative, as field service 
superintendent, and as assistant man- 
ager for a period of twenty-four 
years. His education, capability, 
training, experience, character and 
knowledge of the business, fully equip 
him for the managerial duties he now 
assumes. 

Kit Wilson, an employe of the 
Southwestern Department of the Mill 
Mutuals since 1934 has been named 
assistant manager. Mr. Wilson’s en- 
tire business career has been spent 
in the insurance business and he has 
held important and responsible posi- 
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tions with prominent fire insurance 
companies in the Southwest since the 
early part of the present century. 


N.F.P.A. Plans for Annual 
Meeting 


PLANS ARE NOW BEING DEVELOPED 
FOR THE 1940 ANNUAL MEETING OF 
the National Fire Protection Asso- 
ciation to be held in Atlantic City 
the week of May 6th. The Fire Mar- 
shal section will hold a two-day ses- 
sion, and various other meetings will 
be held preliminary to the first gen- 
eral session Wednesday evening, 
May 8th. Proposed new standards 
and amendments to existing stand- 
ards to be acted upon by the meeting 
are now under consideration by the 
technical committees. They will be 
completed by March 15th for pre- 
printing and circulation so that all 
those concerned may have advance 
notice of the exact action proposed. 


1939 Fire Loss Up 3.8% 


FIRE LOSSES IN THE U. S. DURING 
THE MONTH OF DECEMBER TOTALED 
$27,959,200, according to preliminary 
estimates of the National Board of 
Fire Underwriters. This is a sharp 
decrease of $4,798,844, or 14.5 per 
cent from the aggregate for the same 
month in 1938. December losses were 
only 2.5 per cent more than those 
reported for the preceding month; 
there is usually a marked increase 
from November to December. 

Total losses reported during 1939 
amounted to $313,498,840, which is 
$11,448,840, or 3.8 per cent higher 
than the 1938 figure. 

Losses for each month of the past 
three years are shown in the follow- 
ing table: 

Jan. $25,069,895 $27,676,337 $27,615,316 





Feb. 28,654,962 26,472,626 29,303,520 
Mar. 29,319,029 29,050,968 30,682,168 
Apr. 26,663,854 25,616,112 27,061,522 
May 21,437,739 22,917,577 27,031,700 
June 19,524,765 19,473,617 24,190,700 
July 19,812,485 20,434,688 22,468,304 
Aug. 19,767,314 20,821,184 22,800,500 
Sept. 19,349,756 23,372,528 22,837,250 
Oct. 21,097,670 24,797,624 24,300,500 
Nov. 23,849,673 28,658,695 27,248,160 
Dec. 30,172,952 32,758,044 27,959,200 
Total 
12 Mos 

$284,720,094 $302,050,000 $313,498,840 

ee ® 


Wisconsin Mutuals Elect 

THE ANNUAL MEETING OF THE 
WISCONSIN STATE ASSOCIATION OF 
Mutual Insurance Companies was 
held at the Schroeder Hotel at Mil- 
waukee, Wisconsin, on December 13, 


1939. 
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Officers elected for the ensuing year 
are as follows: President, L. W. 
Schlieder, secretary, Sheboygan Falls 
Mutual Insurance Company, Sheboy- 
gan Falls, Wisconsin; vice-president, 
Gary H. Kamper, executive vice-pres- 
ident, Badger Mutual Fire Insurance 
Company, Milwaukee, Wisconsin ; 
secretary-treasurer, Theodore R. 
Schmidt, secretary, Kewaskum Mu- 
tual Fire Ins. Co., Kewaskum, Wis- 
consin. -— ss 


School Fires and Explosions 


Discussed 

EXPLOSIONS OF NATURAL GAS HAVE 
BEEN RESPONSIBLE FOR AT LEAST 
three serious accidents involving 
school structures, declared Doctor 
David J. Price, of the Department 
of Agriculture, in an address before 
the recent meeting of the Fire De- 
partment Instructers’ Conference in 
Memphis, Tennessee. 


In the explosion in the Consoli- 
dated High School at New London, 
Texas on March 18, 1937, 293 lives 
were lost. In an explosion at Okla- 
homa Agricultural and Mechanical 
College at Stillwater on November 
13, 1936, five persons were injured, 
and in an explosion in a temporary 
public school at Barbeton, Ohio on 
May 31, 1939, 52 children and four 
employees were injured. 

Doctor Price, Chief of the Chemical 
Engineering Research Division, stated 
“These three occurrences in a little 
more than three years should serve as 
adequate warning that natural gas 
installations must be made in accord- 
ance with recognized safety practices 
by workmen trained in gas installa- 
tions, and also that natural gas should 
carry a malodorant to give warning 
of its *presence.” 


The conference was held to con- 
sider fire prevention problems in con- 
nection with a program for the train- 
ing of firemen. Doctor Price reported 
that in 60 school fires in the past 
thirty-five years, 827 lives were lost, 
of which 678 were children, and that 
almost 80% of the loss of life oc- 
curred in elementary schools and high 
schools. 


The Federal Engineer quoted rec- 
ords to show that fires occur in 
school property in the United States 
at the rate of six or seven every day, 
with an estimated yearly property loss 
of more than $6,000,000. Seventy- 
five per cent of school fires were due 
to electrical causes, smoking and 
matches, incendiarism, defective or 
overheated heating equipment, spon- 
taneous ignition, ignition of flamma- 
ble liquids or gases, and defective or 
overheated flues or chimneys. 
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High Court To Review 


Countersignature Verdict 

THE SUPREME COURT OF THE UNITED 
STATES WILL REVIEW THE RECENT DE- 
cision of the Federal Court for the 
eastern district of Virginia which held 
recently that Virginia’s law concern- 
ing countersignature of casualty in- 
surance policies is constitutional. The 
action was taken upon petition of the 
stock casualty insurance companies 
comprising the membership of the 
Association of Casualty and Surety 
Executives. 

The Virginia law requires that the 
full commission be paid to Virginia 
agents upon policies which they coun- 
tersign; the countersigner may remit 
to the originating agent up to 50 per 
cent of this commission provided the 
originating agent has secured a Vir- 
ginia license as a non-resident broker. 
Otherwise the Virginia agent must 
retain the entire commission. 

Salaried stock insurance company 
employes may not countersign poli- 
cies, but mutual companies are spe- 
cifically exempted from compliance 
with the act. 

ee @ 


Knapp Named President of 
Norfolk-Dedham Mutual 


HAROLD A. KNAPP, WELL-KNOWN 
NEW ENGLAND INSURANCE EXECU- 
tive, has been elected president of 
the Norfolk & Dedham Mutual Fire 
Insurance Company of Dedham, Mas- 
sachusetts, to succeed the late James 
Y. Noyes. The action of the Board 
of Directors in naming Mr. Knapp 
to the presidency of the company 
completes executive changes made 
necessary by the deaths of Mr. Noyes 
and Theodore T. Marsh, former sec- 
retay-treasurer. Only recently Joseph 
H. Soliday was elected vice-president 
of the company, and Ralph H. West- 
gate was named secretary. 

Mr. Knapp, a graduate of Massa- 
chusetts Institute of Technology, was 
born in Newbury, Mass., in 1895. 
Shortly after graduating in 1917, he 
joined the Brown Company of New 
Hampshire where he remained only 
a few months before joining the 
Chemical Warfare Service of the 
United States Army. Following his 
army service he rejoined the Brown 
Company as a chemical engineer in 
1918. 

In 1924, Mr. Knapp turned to the 
insurance engineering field, joining 
the Underwriters Bureau of New 
England (now the Eastern Under- 
writers Inspection Bureau). In 1929, 
he became affiliated with the Mutual 
Fire Inspection Bureau of New Eng- 
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land as associate manager. He was 
named manager and treasurer of the 
Bureau and of the Mutual Fire In- 
surance Underwriters of New Eng- 
land in June, 1937: For the past 
year he has also been president-treas- 


urer of the Mutual Fire Underwrit- 
ers Association of Massachusetts. 

Mr. Knapp is a member of the 
committee on hazardous chemicals 
and explosions of the National Fire 
Protection Association. 








L. G. PURMORT NAMED PRESIDENT OF 
CENTRAL MANUFACTURERS’ 


ETIREMENT of C. M. Pur- 
R mort as president of the Central 
Manufacturers’ Mutual Insurance 
Company and the Ohio Underwrit- 
ers Mutual Fire Insurance Company 
of Van Wert, Ohio, and the naming 
of L. G. Purmort as his successor 
was announced at a Board of Direc- 
tors meeting of those companies held 
December 29, 1939. The retirement 
of C. M. Purmort is in the regular 
course of events under the pension 
plan of the company, which has been 
in effect since 1930. Although he will 
retire from active management of 
the company C. M. Purmort will 
continue as a director and a member 
of the Executive Committee. 


Under the reorganization com- 
pleted by the directors, G. A. Berger 
and F. W. Purmort of Van Wert 
and James S. Kemper of Chicago 
were named vice presidents of the 
Central Manufacturers and Paul W. 
Purmort, scretary-treasurer. H. A. 
Kern, R. E. Nelson, W. E. Shackley 
and Denton R. Stetler, were elected 
assistant secretaries, G. D. Borchers, 
assistant treasurer and M. L. Landis, 
counsel. 


The retiring president, who has 
served the Central Manufacturers’ 





C, M. PURMORT 
Retires After Fifty Years Service 





L. GS. PURMORT 
Heads Central Manufacturers 


for nearly a half century, joined the 
company in 1892 as a bookkeeper. 
He served his office apprenticeship, 
then went out over the county with 
a horse and buggy soliciting insur- 
ance. For a time he was manager 
of the Purmort Brothers Insurance 
Agency and was first in charge of 
the Ohio Underwriters when_ that 
company was purchased and moved 
to Van Wert from Columbus. Prior 
to his elevation to the presidency of 
the Central Manufacturers’ in 1932 
C. M. Purmort served the company 
as special agent, adjuster and assist- 
ant secretary. 


L. G. Purmort, the new president, 
is a worthy and capable successor to 
his predecessor. His entire business 
career has been spent with the Cen- 
tral, having started as a map clerk 
in the home office while still in high 
school. After graduation from Van 
Wert High School he later attended 
Ohio State University. He served 
the company as local, special, state 
and general agent, before becoming 
a home office executive. Many of the 
ideas he has put in force during the 
past several years have been responsi- 
ble for the rapid expansion of the 
company. 
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Flexibility in American 


Insurance 


Excerpts from an address delivered before the 
Mid-Winter meeting of the National Association 
of Insurance Commissioners, Edgewater Park, 
Mississippi 
By E. W. SAWYER 
ATTORNEY, NATIONAL BUREAU OF CASUALTY AND 
SURETY UNDERWRITERS 


R. SAWYER began his talk 
M with a discussion of the his- 
tory of the expanding needs 


of the insurance world. Continuing 
he said: 


It is my purpose to examine and, 
if possible, to rationalize the processes 
which to date have successfully met 
expanding public needs; and to 
evolve from those processes articulate 
principles which can be affirmatively 
followed in the future. 

Perhaps the most logical beginning 
is the cause of fetters upon freedom 
of action. If, as in England, an in- 
surance company were simply an in- 
surance company, free to write any 
kind of insurance except life, our 
problem would not exist. No insur- 
ance department would be concerned 
with limiting statutory provisions. Its 
concern would be solely that of suffi- 
cient financial strength to warrant the 
insurance activities undertaken. 


The development of insurance in 
our country has, unfortunately, fol- 
lowed a different path — a path 
which has created its own obstacles. 
The first insurance corporations in 
the United States were chartered by 
legislative acts. It was customary in 
such acts to define narrowly the in- 
suring powers of carriers so char- 
tered. If the corporation were organ- 
ized to transact a fire insurance busi- 
ness its charter narrowly confined its 
powers to fire insurance. 

When legislatures later enacted 
general incorporation statutes under 
which carriers might be chartered 
without recourse to the legislatures, 
the narrow statement of insuring 
powers was adopted. As new types 
of insurance were needed similar new 
incorporation statutes were enacted. 
The result was a series of statutes 
each authorizing incorporation of an 
insurance company to write one type 
of insurance. 

The next step was to provide by 
statute for the incorporation of an in- 
surance company to write more than 
one of the defined types of insurance. 
The form which this legislation took 
was far from uniform, and was not 
wholly satisfactory. As recently as 





1902 Massachusetts had no statute 
authorizing the organization of a 
company to write more than one of 
the thirteen distinct types of insur- 
ance defined in its statutes. Although 
the combining of powers is now gen- 
eral within three distinct groups of 
insurance, meaningless restrictions 
within such groupings are still re- 
tained in some jurisdictions. 


The three major groupings of in- 
surance which emerged from this leg- 
islative development were (1) life, 
(2) fire and marine, and (3) casu- 
alty. Within these groups the divi- 
sions still remain. The segregation 
of life insurance into a group followed 
the general practice of companies over 
a long period of years. The division 
between fire and marine insurance 
and casualty insurance is more ar- 
bitrary and has less basis in logic; 
yet it is a division difficult to abolish. 
Fire insurance carriers do not be- 
come enthusiastic over the prospect 
of invasion of their field by casualty 
companies. Neither do casualty com- 
panies welcome the suggestion that 
fire companies be allowed to write 
casualty insurance. 


The division into major groups has 
rarely seriously interfered with the 
public interest. The effect has been 
to impede the development of compre- 
hensive or “all cover” policies, be- 
cause each type of carrier is confined 
to its own field. By joining a fire car- 
rier and a casualty carrier in one con- 
tract the needs of the public for com- 
prehensive policies have been met 
with reasonable satisfaction. Although 
the joinder of two carriers is a poor 
substitute for a practical solution, this 
method of hurdling the obstacles has 
served the public need. 

Most of the problems arise from the 
divisions within the major classes, 
particularly within the casualty class. 
This is true of casualty insurance 
because there are more divisions 
within that class. These divisions or 
types of insurance are defined with 
great variation between states. The 
question may well be asked, “Why 
not abolish the divisions and exercise 
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control through standards of finan- 
cial stability?’ It is easy to under- 
stand why a casualty company should 
not be permitted to write all types of 
casualty insurance with the minimum 
capital and surplus required for one 
type. It is not easy to understand 
why a casualty carrier which pos- 
sesses sufficient financial strength to 
write all types within the casualty 
group should not be permitted . to 
do so. 

There seem to be no serious ob- 
stacles to the adoption generally of a 
uniform division of insurance into 
major groups, and to the chartering or 
licensing of carriers by major groups, 
restrictions upon powers within these 
groups being confined to requirements 
of adequate financial strength. How- 
ever, the removal of impediments to 
flexibility is for the future. Our con- 
cern now is how to live with them 
until they are removed. Let us con- 
sider what has been accomplished. 

ee @ 

IRE insurance originally afforded 

protection. only for the loss of 
tangible property destroyed or dam- 
aged in its own substance by fire. 
Today fire insurance carriers may 
insure against many hazards, includ- 
ing windstorm, explosion, riot and 
civil commotion, vandalism, malicious 
mischief, sprinkler leakage, smudge, 
aircraft or motor vehicle damage, 
electrical disturbance causing or con- 
comitant with fire, collision and, in 
many states, property damage liabil- 
ity. In addition to the destruction or 
damage to tangible property, fire in- 
surance carriers may insure against 
loss of such intangibles as rents, rental 
values, use and occupancy, leaseholds, 
profits and commissions, and errors 
and omissions. 

Life msurance was originally pay- 
able only at the death of the insured. 
It has since acquired investment fea- 
tures, disability provisions, double 
indemnity features, surrender values, 
non-forfeiture benéfits, dividends, de- 
ferred settlements or installment op- 
tions and loan values Today life in- 
surance companies may insure all the 
risks into which the continuation of 
the life of the insured person enters 
as a constituent. 

Liability insurance was originally 
a contract in which the carrier agreed 
to indemnify the insured against loss 
due to the insured’s legal liability. 
No other parties had an interest in 
the contract. Liability insurance was 
born under conditions not propitious 
for healthy growth. It- immediately 
encountered difficulties. First, it faced 
the charge that it was an officious 
and unlawful intermeddling in litiga- 
tion between other parties through 
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the payment of the expenses of such 
litigation. In criminal law this of- 
fense was called “maintenance”. Sec- 
ond, it faced the charge that it would 
encourage negligence and was, there- 
fore, contrary to public policy. Later 
automobile insurance faced the fur- 
ther charge of violation of public pol- 
icy through insurance of liability aris- 
ing from acts which might be positive 
violations of law. 

To realize how far liability insur- 
ance has gone in fifty years it is neces- 
sary only to note that in many in- 
stances liability insurance is now con- 
sidered protection for injured per- 
sons, and legislatures are hastening 
that view. 

The bare agreement to indemnify 
against legal liability has expanded 
to include medical aid to the injured 
person irrespective of the existence 
or non-existence of liability, defense 
of litigation, payment of interest on 
judgments, and payment of premi- 
ums on bonds to release attachments 
of the insured’s property and on 
bonds required in litigation. Liability 
policies for certain types of hazard, 
such as boilers and machinery and 
elevators, have become primarily in- 
spection service contracts; and the 
major part of the premium is ex- 
pended for inspection and accident 
prevention effort. 

If each distinct type of insurance 
were examined it would be found 
that similar expansion and improve- 
ment has taken place; but for our 
purposes the expansion in life, fire 
and liability insurance will provide 
sufficient illustrations. 

If time were available it would 
be illuminating to trace the first use 
of each distinct expansion of a type 
of insurance and compare it with de- 
velopments in the statutes of the va- 
rious states which define that type of 
insurance. We would find that nearly 
all progress has been made through 
the tacit consent of the insurance de- 
partments to an overstepping by the 
insurance carriers of specifically pre- 
scribed powers in order to meet a 
genuine public need. Thereafter the 
carriers received statutory or depart- 
mental permission to do what with 
tacit permission they had already 
done. 

From the developments of the va- 
rious types of insurance it seems ob- 
vious that certain general principles 
have been recognized, wittingly or 
unwittingly. The most obvious prin- 
ciples seem to me to be these: 

1. Because a statute enacted to regu- 
late insurance is an exercise of police 
power to protect the public interest, it 
will be interpreted and applied to ac- 


complish two objectives: (1) to protect 
the public from harm and (2) to. permit 
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the public the advantages of improve- 
ment. 

2. An unequivocal restriction upon in- 
suring powers will be construed as a 
prohibition in the public interest, even 
though a need for protection is not ap- 
parent. 

3. An expansion of insurance in the 
public interest will be permitted unless 
it is unequivocally prohibited. 

That these three rules governed 
the expansions of life, fire and liabil- 
ity insurance is apparent if we con- 
sider a specific instance in each group. 
When it became apparent that there 
was public need of protection in case 
of serious income interruption caused 
by accident or ill health, the Fidelity 
Mutual Life Insurance Company of 
Philadelphia used in its life contracts 
provisions to meet the need. Al- 
though it was eight years before an- 
other company adopted similar pro- 
visions, in fifteen years one hundred 
and fifty companies were using simi- 
lar provisions. In some states en- 
abling legislation was required be- 
cause the field belonged to health and 
accident companies, but in most states 
that was not the case. 

When labor troubles created a need 
for riot insurance because of sabotage 
or intentional damage to property, 
riot and civil commotion insurance 
was developed and written by fire 
companies. 

When employers needed medical 
aid coverage for injured employees 
not dependent upon the existence of 
legal liability, the liability carriers 
furnished it. This cover was initially 
limited to first aid, but was later ex- 
panded to include full medical aid. 

Each of these expansions was un- 
questionably in the public interest. 
The legislatures in the various states 
had not specifically provided that the 
new insurances should not be written. 
In states in which these expansions 
were not within specified types of in- 
surance they were permitted without 
question. If within specified types, 
they were permitted by carriers au- 
thorized to write such types. 

Within the expansions which have 
been permitted two classes are easily 
discernible. One class includes serv- 
ices and insurance which can readily 
be identified as proper exercise of the 
incidental or implied powers of the 
carriers. A specific power to insure 
against a loss carries with it an inci- 
dental or implied power to minimize 
or prevent the loss. By virtue of such 
power workmen’s compensation car- 
riers provide accident prevention 
service and liability carriers provide 
elevator inspection service. 

ee @ ® 
HE second class embraces insur- 
ances which can readily be iden- 
tified as a proper exercise of.a dif- 


ferent implied power. Since the whole 
is greater than any of its parts, spe- 
cific authority to insure against a 
hazard carries with it an implied 
power to insure against a part of 
the hazard. By virtue of this power 
life insurance carriers used disability 
provisions and fire insurance carriers 
insured against riot, sabotage and 
vandalism. 


From these types of expansion two 
additional principles may be evolved. 

4. A specific statutory power to in- 
sure against a loss carries with it an 
implied power to minimize or to pre- 
vent the loss. 

5. A specific statutory power to insure 
against a loss carries with it an implied 
power to insure aganst any part of the 
loss. 

Throughout the growth of insur- 
ance it has been assumed that legis- 
latures had no intent to freeze insur- 
ance at the point in its progress which 
had then been reached, and that un- 
less a contrary intent was indicated 
the legislatures intended a degree of 
flexibility sufficient to permit expan- 
sion in the public interest. In many 
states the statutes prescribed in vary- 
ing ways the necessary flexibility. In 
states in which the intent was not 
specifically stated, that intent has 
properly been presumed. Nearly all 
expansions have been accomplished 
through exercise of implied powers, 
but this presumed legislative intent 
has greatly facilitated the use of such 
powers. This presumed intent may 
be stated as the sixth principle: 

6. It will be presumed that a legis- 
lature, in defining a type of insurance, 
intended sufficient flexibility to permit 
expansion in the public interest. 

Implicit in the interpretation of 
such statutes has been the recognition 
of a truth which cannot be denied. It 
may well be made the seventh prin- 
ciple: 

7. Improvements in insurance, brought 
about by the carriers through an enlight- 
ened appreciation of the public need, 
are technically superior to improvements 
forced by legislative action, and should 
be encouraged if not obviously contrary 
to law. 

Statutes directed toward the cor- 
rection of an evil have generally been 
construed as applicable only to the 
evil, even though a narrow or tech- 
nical interpretation might require ap- 
plication to types of insurance in 
which the evil is not present. An illus- 
tration in point is the application of 
standard provisions for accident and 
health insurance. The departments 
might have interpreted such provi- 
sions as applicable to the first-aid 
provisions of the automobile liability 
policy, the full medical-aid provisions 
of the employer’s liability policy and 
to voluntary workmen’s compensation 
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benefits under the employers’ liabil- 
ity provisions of the workmen’s com- 
pensation policy, but they did not. 
They knew that the standard pro- 
visions were enacted to correct un- 
satisfactory conditions in accident and 
health insurance and were intended 
to stabilize the widely divergent pro- 
visions and practices in those con- 
tracts. Our eighth principle may be 
stated thus: 

8. Statutes of a remedial nature will 
be construed as applicable only to types 
of insurance in which the evil to be 
remedied actually exists. 

As insurance statutes have from 
time to time been amended, it must 
be assumed that interpretations of 
the statutes by the insurance depart- 
ments were known to the legislators. 
Under well-established principles of 
statutory construction there is a 
strong presumption that a legislature, 
when amending or re-enacting a stat- 
ute, intends to approve known inter- 
pretations of, and practices under, 
the statute unless such interpretations 
and practices are altered by the revi- 
sion. From this we may evolve our 
ninth principle: 

9. Long continued interpretations and 
practices are considered to be proper 
interpretations and practices. 

I freely grant that these principles 
overlap in some particulars, and that 
the same principles may be stated in 
many ways. I have made no effort to 
state the principles in impeccable 
terms. My object is to focus attention 
upon these principles as those ‘which 
in the past have maintained flexibil- 
ity and which will, if followed in the 
future, help us through such difficult 
times as may be before us. 


HE automobile Medical Pay- 
ments cover is a fair test of these 
principles. This cover is written only 
in connection with automobile liabil- 
ity insurance. The carrier agrees to 
pay, irrespective of the legal liabil- 
ity of the insured, to or on behalf of 
each person, other than the insured, 
who is injured while in the described 
automobile, the reasonable and neces- 
sary cost of medical, surgical, hospi- 
tal and burial expense. The cover is 
subject to limits of liability, certain 
exclusions and general conditions. 
That the cover is in the public in- 
terest has not been questioned by any 
insurance department to my knowl- 
edge. It relieves the insured of re- 
sponsibility for the payment of medi- 
cal expense of injuries sustained by 
members of his family; it minimizes 
that feeling of moral responsibility 
which every conscientious automobile 
owner has when his guests are in- 
jured,.even though through no fault 
of his; it eliminates or. at least.amelio- 


JourNAL OF AMERICAN INSURANCE 


rates some of the difficulties inherent 
in the adjustment of claims arising 
out of injuries sustained by persons 
who, by blood, marriage or friend- 
ship, are close to the insured; it in- 
sures the payment of hospitals and 
doctors for services rendered ; it pro- 
vides a general benefit to society 
through the payment of medical ex- 
penses for which funds might not oth- 
erwise be available; and in a small 
way it helps to meet the tremendous 
problem of uncompensated automo- 
bile injuries. 

The National Bureau adopted the 
cover as a new application of the 
principle of medical aid which since 
about 1900 has been a part of em- 
ployers’ liability insurance, and which 
has long been a part of automobile 
liability insurance. 


The great majority of the states 
have either approved the cover or 
have consented to its use, because it 
is in the public interest, is not pro- 
hibited by law, and is but an exten- 
sion of a long accepted principle of 
liability insurance. 


In a few states doubt has been ex- 
pressed with respect to the possible 
application to the cover of the stat- 
utory standard provisions for acci- 
dent insurance policies. So far as I 
know each attorney general to whom 
this question has been submitted for 
opinion has ruled that such standard 
provisions do not apply to this form 
of insurance. The evil sought to be 
remedied in health and accident in- 
surance by the standard provisions 
does not exist in the Medical Pay- 
ments cover. A study of the standard 
provisions forces one to the conclu- 
sion that they were not intended for 
contracts of this kind. Not only are 
the provisions relating to size of type 
and to equal prominence for inclu- 
sion and exclusion of insurance di- 
rected at the policy which is to be 
delivered to the insured, but the 
standard provisions, except for two 
or three sufficiently broad in terms 
to apply to all types of insurance, can 
have no possible application to a form 
of insurance which an insured pur- 
chases for the benefit of a group of 
people whose identity is determinable 
only after injuries are sustained. 

It is not my purpose to argue the 
merits of Automobile Medical Pay- 
ments insurance. I use it only to 
illustrate that in its approval the de- 
partments have followed the prin- 
ciples I have stated. If a state de- 
partment feels constrained to disap- 
prove this cover because of statutory 
provisions for accident insurance, 
such disapproval is an. exercise of 
.those. principles... The: difference of 
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opinion is not a difference in prin- 
ciple but a difference in the factual 
application of the principle. 

The experience with the Automo- 
bile Medical Payments cover is but a 
repetition of the processes by which 
every progressive step in insurance 
has come about — the development 
of a plan in the public interest, its 
promulgation by the carriers without 
specific statutory authority, tacit or 
affirmative support by departments 
which recognize its public interest 
value, criticism and objection from 
some sources, eventual enabling legis- 
lation in the objecting states, and, 
finally, adoption as an integral part 
of the insurance which it supplements. 

It may well be that some of us, 
because of our intense interest in this 
institution of insurance to which we 
are devoting our lives, are unduly 
impatient for improvement; and that 
in the changing concepts of economic 
and social obligations we anticipate 
needs for insurances which may never 
develop. However, it must be re- 
membered that few institutions re- 
main static; there is either progress 
or gradual disintegration. The best 
defense of the American institution 
of insurance is a militant attack upon 
the problems which are yet to be met. 
The best defense to a demand for 
government insurance is a record of 
progressive achievement in the public 
interest. That is why I suggest that 
this committee can serve no more 
useful purpose than to encourage ex- 
perimentation in the public interest 
through crystallization of those prin- 
ciples of statutory construction and 
application which have preserved the 
flexibility of insurance and kept it 
a vital, healthy and growing in- 
stitution. 


— s 


““No Accident’’ Pin 


THE 1939 “NO ACCIDENT” PIN, 
NEWLY DESIGNED IN GREEN AND GOLD 
by the National Safety Council, has 
this month been made available to 
employers who seek to foster safety 
consciousness among the members of 
their organizations by conferring a 
concrete award upon individuals or 
units with accident-free records. 

The pin, which the National Safety 
Council is making available in quan- 
tities at low cost, was first dis- 
tributed last year, and the response 
of industrialists to its introduction 
was enthusiastic. In most cases 
awards were made to individual em- 
ployees who had not been involved 
in accidents during the previous year, 
while in others awards were made to 
each employee in accident-free de- 
partments. Gat a ae 
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Problems of Life Underwriters 


Excerpts from an address delivered before the 
Mid-Winter meeting of the National Association 
of Insurance Commissioners, Edgewater Park, 
Mississippi 
By CHARLES J. ZIMMERMAN 


PRESIDENT, NATIONAL ASSN. OF LIFE UNDERWRITERS 


HE selling of life insurance 

I has never been an easy accom- 

lishment. It requires a high 
type of creative salesmanship, an in- 
herent sense of trusteeship, and an 
almost religious fervor for the prod- 
uct which we merchandise. 

The difficulty of successfully sell- 
ing life insurance has in recent years 
been somewhat accentuated,:due to 
changes in our economic and social 
philosophy, due in part to the TNEC 
study being conducted in Washing- 
ton, and due also to attacks by critics 
outside of the life insurance business. 
Some of these critics are ignorant of 
our business, but many more attack 
life insurance because they are un- 
principled, irresponsible, malicious in- 
dividuals interested only in what 
money they can squeeze out of the 
public, rather than in what service 
they can render to the public. 

It is not strange that in view of 
these conditions many policyholders 
are asking questions concerning their 
life insurance, the service of the 
Agent and operations of our Com- 
panies. These questions arise despite 
the unparalleled performance of life 
insurance. , 

One of the problems uppermost in 
the minds of the field forces is that of 
the possibility of Federal control be- 
ing substituted for or superimposed 
upon State supervision. 

The field forces of America would 
unalterably oppose the invasion of 
the Federal government in the field 
of life insurance control. We feel that 
there has already been too much 
centralization of authority in Wash- 
ington, with a subsequent weakening 
of States Rights. This is in itself 
directly contrary to our concept of 
democracy. 

Furthermore, we believe that su- 
pervision by able and impartial bodies 
as represented by the various State 
Insurance Departments is much more 
effective than would be supervision 
by -one centralized authority. 

If one of these state supervisory 
bodies should temporarily break 
down, at least the problem would be 
localized and confined to that particu- 
lar state, rather than being spread 
through all of the states, as would be 
the case should there be a breakdown 
in Federal supervision. 


Furthermore, it is our strong con- 
viction that that government is best 
which is closest to the people it gov- 
erns. State supervision undoubtedly 
is more closely connected with local- 
ized problems than could possibly be 
true in the case of a Federal super- 
visory board possibly removed thou- 
sands of miles from the scene where 
the problems may arise. * * * 

The additional taxes imposed by 
counties, cities and municipalities in 
many states are a penalty on thrift 
and social responsibility. 

These taxes by increasing insur- 
ance costs make the job of insurance 
selling a more difficult one. 

But to come back to adequate ap- 
propriations for insurance supervi- 
sion. In 1937 over $103,000,000 
were collected by the states through 
special state insurance taxes, licenses 
and fees. 

But only $5,000,000 were appropri- 
ated for maintenance of State Insur- 
ance Departments. In other words, 
only 5c out of every dollar was allo- 
cated to insurance supervision — the 
other 95c went to the general funds 
of the states. 

Insurance taxes should not be con- 
sidered a source of general revenue. 
They should be greatly reduced, and 
earmarked for adequate state super- 
vision. 

The organized field forces through 
the National, State,and Local Asso- 
ciations are anxious to help the In- 
surance Commissioners secure ade- 
quate appropriations for efficient state 
supervision. * * * 

Now a word in regard to insurance 
legislation. We live in a changing 
world and the business of insurance 
is also changing. Therefore, the laws 
must be changed to keep in step. 
Greater uniformity of laws is essen- 
tial. Certainly the initiation and sup- 
port of legislation favorable to the 
public interest by the Insurance Com- 
missioners would be helpful to the 
business. There is not necessarily any 
conflict between the public interest 
and the insurance business interest. 
As a matter of fact, these parallel 
each other. 

The National Association of Life 
Underwriters favors the adoption of 
uniform principles of taxation by all 


‘the. states. “It favors the adoption -of 





legislation tavorable to the public in- 
terest, such as laws permitting the 
investment in insurance and annui- 
ties by guardians for minors. 


The National Association of Life 
Underwriters congratulates the Com- 
missioners on the appointment of an 
Insurance Publications Committee 
whose function it is to review in- 
surance literature and insurance 
laws. * * * 


We favor the elimination of the un- 
fit agent everywhere and of the part 
time agent in urban territories. The 
unfit agent is one who either is un- 
ethical or uninformed or not produc- 
tive. In an effort to eliminate these 
men we have adopted the so-called 
Agency Practices Code. 


We favor better education of all 
agents. Perhaps you do not realize 
the tremendous progress that has 
been made in this direction. Not only 
do most companies furnish excellent 
training courses, but the local Life 
Underwriters Associations are con- 
stantly conducting such courses. As 
the ultimate, there is the rapid growth 
of the C. L. U. movement under the 
American College of Life Under- 
writers. 


We favor a more careful selection 
of men for our business and have 
made real progress in this direction 
through the adoption of scientific 
measuring devices. 





Plan for Commissioners 
Convention 


THE COMMITTEE IN CHARGE OF 
ARRANGEMENTS FOR THE 1940 an- 
nual meeting of the National Asso- 
ciation of Insurance Commissioners 
to be held in Hartford, Connecticut, 
June 25-27, has already started work 
on the program and other miscel- 
laneous details which are so impor- 
tant in the holding of a successful 
convention, 

Although the program is still in 
the formative stage it has been de- 
cided that convention activities will 
begin on the afternoon of the day 
preceding the opening of the con- 
clave with a meeting of the executive 
and other committees of the associa- 
tion. Regular sessions will be held 
on June 25, 26 and 27. Scheduled to 
welcome the Commissioners are Iov- 
ernor Raymond E. Baldwin of ‘Con- 
necticut and Mayor Thomas f. Spel- 
lacy of Hartford. Commissioner John 
Sharp Williams, 3rd, of Mississippi 
has been invited by President Clar- 
ence Neslen of Utah to respond to 
the addresses of welcome for the 
Commissioners. - 
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MEETING OF AMERICAN ASSOCIATION OF 
UNIVERSITY TEACHERS OF INSURANCE 


UCKED in among the various 
l programs of the different or- 
ganizations composing the Al- 
lied Social Science Association was 
the University Teachers of Insurance 
meeting held at the Ritz-Carlton 
Hotel in Philadelphia on December 
27th. Competing as this meeting did 
with such major gatherings as the 
Institute of Mathematical Statistics, 
the Econometric Society, Tax Policy 
League, American Statistical Asso- 
ciation and others of like importance, 
the teachers did very well in com- 
manding attention to their delibera- 
tions. While again dealing with sub- 
jects in general rather far removed 
from the fire and casualty business, 
the program, however, developed 
much of interest to the insurance 
world at large. 


On the rostrum as chairman of the 
proceedings, was Dr. S. S. Huebner, 
Dean of the Insurance Section of the 
Wharton School of Finance and 
Commerce and one of the most active 
spirits in founding the association. 
He was introduced by Robert Riegel, 
president of the organization and 
professor of insurance at the Uni- 
versity of Buffalo. 


The subject of “War Problems in 
Marine Insurance” was discussed by 
Henry H. Reed, General Manager, 
Insurance Company of North Amer- 
ica. He made an analysis of the new 
hazards which modern weapons and 
modern methods of conducting war 
had brought to the marine insurance 
world, stating that all of the com- 
panies engaged in that business 
“woke up after Munich and began to 
rearrange coverages and rates.” In 
his opinion the greatest hazard dur- 
ing any conflict is just after the war 
is declared when cargoes are on the 
high seas at low pre-war premium 
rates. While he admitted that the 
cost of war risk coverages may seem 
high yet it really was the intention 
of the companies not to make any 
profit on protection from this kind of 
catastrophe. As the time goes on and 
more experience is gathered the rate 
may be adjusted but a substantial 
surplus must be maintained to take 
care of the grave possibility of un- 
usual losses through the instrumen- 
tality ‘of previously unknown. instru- 
ments. of destruction. It has been 
calculated that if only two big ships 
were destroyed the loss would eat up 
practically all of the reserves that at 
present had been set up: He pointed 
out that lines had been drawn defin- 
ing définite- zones fraught- with dif- 


ferent degrees of danger to shipping 
and that cargo insurance was never 
written by marine companies on shore 
risks. This latter rule had grown 
particularly out of the experience 
gained in the recent war in Spain 
when bombing and sabotage activities 
caused immense damage on wharves 
and in warehouses. War risk insur- 
ance, he continued, was very active 
now, particularly in London where 
because of the urgent need of the 
3ritish to keep lanes of sea traffic 
open it may be possible that the gov- 
ernment may resort to subsidies if 
the case becomes desperate. 

Prefacing his remarks on “Insur- 
ance Development After 1940,” 
Frank G. Dickinson, Professor of 
Economics, University of Illinois, 
said he realized the hazards of posing 
as a prophet but for the good of the 
order would endure such criticism as 
might be forthcoming. His address 
followed somewhat the same pattern 
as his paper previously delivered at 
White Sulphur, excerpts from which 
were printed in this Journal. The 
basic idea he discussed was the prob- 
ability of a gradual shifting of the 
war between labor and capital to a 
different kind of class conflict be- 
tween the old and the young. This 
he thought would bring many com- 
plications including an increase in 
the demand for pensions and reflect- 
ing a decrease in government control 
of industry. He was convinced that 
the majority of wealth is used by the 
consumer and not by the producer, 
since there is already a greater invest- 
ment in the United States in homes 
and “comfort goods” than in fac- 
tories and industrial plants generally. 
He deplored the lack of uniformity in 
insurance legislation and suggested 
that better laws will be worked out 
but had little confidence that this 
would be a result of the activities of 
the T.N.E.C. 

Hans Heymann, Professor of Eco- 
nomics, Rutgers University, read an 
exhaustive paper on “Property Life 
Insurance.” He first dwelt on the 
lack of mortgage banks and building 
construction organizations in this 
country which he said, across the 
water, were used to protect invest- 
ments. It was his idea that. if the 
venturing of money could be made 
more safe in the various aspects of 
real estate activities there would not 
be so much speculation here and 
therefore more funds would go into 
substantial enterprises. 
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One of the means of solving the 
problem he felt sure, was property 
life insurance designed in such a way 
as to allow an investor to have a 
more or less certain knowledge on 
which to figure future profits. As an 
indication that property life insur- 
ance is on the way he referred to the 
fact that New York and Illinois have 
laws permitting it. In spite of the 
vigorous opposition to the proposed 
coverage it was his opinion that noth- 
ing could stop its growth. 


HERE was no formal discussion 

of Mr. Reed’s talk, but Professor 
G. Wright Hofiman, Professor of 
Insurance and Marketing of the Uni- 
versity of Pennsylvania, said that he 
thought Professor Dickinson might 
have gone further in emphasizing the 
hazard of posing as a soothsayer, and 
suggested that the public might like 
to have more facts and figures to sup- 
port the conclusions stated in the 
Dickinson document. Professor Hoff- 
man said he was by no means sure 
that the old class war was beginning 
to end, nor that the increase in the 
proportion of old people to young 
people was such as to make immi- 
nent the oppression of the latter by 
the former. There was a considerable 
amount of fun generated at this point 
and at the end the audience was con- 
tent to call the debate a draw and 
wait another decade for the decision. 


Laurence Ackerman, Professor of 
Insurance, Newark College, while 
commending Professor Heymann for 
the extensive effort put into the paper 
on property life insurance, contended 
that other causes might be assigned 
as reasons why America had not 
gone as far as other countries in 
establislting safeguards for invest- 
ments. It seemed to him that the slow 
but steady growth of low-cost hous- 
ing movements in this country was 
evidence that we were well on the 
way to solving sich problems by 
other means than insurance. Govern- 
ment agencies he said were dealing 
with this need and at any rate he did 
not see how property life insurance 
would have prevented jerry-built 
buildings and real estate speculations 
such as characterized the era before 
1929 and which were likely to recur 
if similar economic conditions came 
back. He: cited numerous. objections 
growing out of the possibility of im- 
creased moral hazard and the plain 
cantankerousness of human nature. 

Edson L. Bowers. of Ohio Univer- 
sity made brief remarks on Dr. Dick- 
inson’s talk, agreeing in some meas- 
ure but stating that he. thought the 
next conflict. .of opinion in: this: coun- 
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try was to be between different eco- 
nomic interests instead of the young 
and the old. For example, it seemed 
that labor first favored increased pen- 
sion systems but recently had figured 
that it would not be to their interest 
and so have not promoted the idea. 
So far, he said, the Marx formula 
had not lost whatever influence it has 
had in Ohio. 


The dinner meeting was a well at- 
tended affair graced by a fine menu 
both of food and speakers. Mr. A. 
Van Court Miller of the New York 
Herald Tribune spoke concerning 
“The Buyer’s Viewpoint on Insur- 
ance,” giving a neat criticism of 
various practices both of companies 
and insurance professors, whereupon 
Professor Ralph H. Blanchard of 
Columbia University rose to make 
what defense he thought necessary, 
but in the main was willing to go 
along with the spirit of Mr. Miller’s 
talk. The text of both of these speak- 
er’s remarks will be found elsewhere 
in this issue. 


HE professors being bent on 

making it a full day convened 
again at 8 o'clock with President 
Riegel in the Chair, the first speaker 
being Pearce Shepherd, Asst. Actuary 
of the Prudential Insurance Com- 
pany, who talked on “War Clauses in 
Life Insurance.” He reviewed the 
history of life insurance in the World 
War which he said was not any very 
great shock to life insurance finances 
in a general way, but did teach the 
companies that in order to protect 
their policyholders they must have 
certain restrictions in policies being 
written from now on. This was be- 
cause of the rush of young men of 
war-service age to take out insur- 
ance, thus producing an adverse 
selection; and also because of new 
conditions, one important item of 
which was the increased use of avia- 
tion by armies and navies. Mr. Shep- 
herd then went into a comprehensive 
discussion of various clauses and 
rates for certain risks. Concluding, 
he said in summary : 


“IT have tried to show that a war 
clause limiting the benefit payable un- 
der certain circumstances is a reason- 
able part of a life insurance policy. I 
have tried to show that it is necessary 
if we are to continue to follow the gen- 
erally accepted principle that each group 
of policyholders should be self-support- 
ing. I have tried to show that it is 
necessary to combat adverse selection. 
It helps an insurer to avoid building up 
too large a volume of business that may 
be subject to a catastrophe hazard — 
in this instance, too large a volume of 
insurance on lives subject to war haz- 
ard.. The acceptance of small amounts 
-without.a war..clause, while limiting. the 
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liability in each case, may not prove ef- 
fective in limiting the liability of the 
company as a whole. A war clause is 
certainly effective, and offers less inter- 
ference with the usual procedures than 
any other solution. 


“Lastly, I should like to make it clear 
that the limitation of coverage under 
certain specified circumstances has noth- 
ing to do with making the policy incon- 
testable after a certain period. There is 
much confused thinking on this point 
which has been carried over into the 
statutes of some states, and makes it 
impossible to use clauses which are 
necessary for complete protection in 
some cases. 

Mr. Shepherd’s paper was dis- 
cussed by C. K. Knight, Professor of 
Insurance, University of Pennsyl- 
vania, who said that although the 
speaker did not show facts and figures 
to prove the need of war clauses he 
believed they were really necessary 
or at least were the simplest way to 
cope with the situation. Growing out 
of this he spoke of the need to con- 
sider the agency force in any move- 
ment of this kind and thought that 
policies should be so designed as to 
make them easily understood by the 
public and of such a nature that 
prospects would be attracted instead 
of repelled by new features. 

Closing the meeting was a talk on 


Buyer's 


“Savings Bank Life Insurance,” by 
Paul Taylor, Deputy Superintendent 
of the New York Insurance Depart- 
ment. By Mr. Taylor’s request it was 
announced that his paper represented 
his own views and not necessarily 
those of the Department with which 
he was connected. Portions of the 
text of his discussion will be found 
in another section of the Journal. 
As readers will note, the speaker 
took a strong position for the value 
of savings bank life coverage. Op- 
posing many of Mr. Taylor’s conclu- 
sions was Mr. Irvin Dendiner, an 
attorney at law of Philadelphia, who 
with considerable eloquence, recited 
various objections which arose in his 
mind. He closed with a stirring ap- 
peal for the agent who in his opin- 
ion has been and is responsible for 
the major portion of life insurance 
being written in this country because 
of the aggressive solicitation of a pub- 
lic which otherwise would not be 
interested. 


Professor David McCahan of the 
University of Pennsylvania was 
named president of the Association 
for the ensuing year and Professor 
C. A. Kline, University of Pennsyl- 
vania was elected secretary-treasurer. 


Viewpoint on Insurance 


An Address 
By A. VAN COURT MILLER 
CHIEF ACCOUNTANT, NEW YORK HERALD TRIBUNE 
Before annual meeting of the American Asso- 
ciation of University Teachers of Insurance, 
Philadelphia, Pennsylvania, Dec. 27, 1939 


T was with genuine pleasure that 

I accepted the invitation extended 

to me by Mr. Riegel to come here 

and talk to you both as an individual 

insurance buyer as’ well as an officer 

of Risk Research Institute which, as 

you undoubtedly know, is a National 
Organization of Insurance Buyers. 

Both the field of insurance and the 
function of education have a strong 
appeal to me, and, while I would not 
have you feel that I am an authority 
or expert in either, nevertheless, I 
do find myself possessed of certain 
thoughts and convictions in both 
fields. If I am able to make any small 
contribution that will be helpful at 
this or any other time, to either ac- 
tivity, I shall indeed feel fully repaid 
for the effort put forth. 

I have long felt and still do that 
our educational institutions and pro- 
grams have not been productive of 
practical results from the standpoint 
of developing in the student the apti- 
tudes, ability and approach needed to 
deal with the: broader. problems_ of 


life after he passes out of the confines 
of the educational institution. Much 
theory, or “book larnin’,” has been 
taught and technically a good educa- 
tion has been acquired by the student 
who graduates from most of our 
recognized schools. However, until 
comparatively recent years, no sound 
effort was made in educational in- 
stitutions to train the student to fit 
his particular qualifications and 
knowledge to the practical workings 
of life that he must face after gradua- 
tion. 


For many years I have been in a 
position where it has been possible 
for me to observe the efforts of young 
people to secure employment after 
graduation and also to watch their 
problems and progress after obtain- 
ing employment. So many instances 
have demonstrated that individuals, 
while educated according to stand- 
ards generally accepted and prac- 
ticed, have had little or no instruc- 
tion, advice or training as to how to 
apply themselves or what they have 
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learned to the practical problems in- 
volved in seeking employment as well 
as handling the work to which they 
have been assigned once they have 
obtained employment. This problem 
is receiving increasing attention on 
the part of our educational authori- 
ties and institutions, but much re- 
mains to be done. 

I want to emphasize this particu- 
larly to your group for you men are 
in key positions in your specialized 
field of education to make substantial 
contributions to the growth, develop- 
ment and service which is inherent 
in the field of insurance for the eco- 
nomic and social welfare of our na- 
tion by giving your students that 
broader training that is so essential 
to successful application and accom- 
plishment in the business world. 


I feel that there is, and will increas- 
ingly continue to be, the urgent need 
for sound teaching in the field of in- 
surance education. Demands will re- 
quire the constant improvement of 
standards and extension of facilities 
for better education in this field. 
To the extent that your group does a 
better job by giving to the insurance 
world graduates who are not only 
prepared to fit into the insurance or- 
ganization from whatever angle the 
particular student chooses to devote 
his energy and ability, but, due to the 
inculcation of a thorough understand- 
ing of the fundamentals on which the 
entire insurance structure stands re- 
gardless of the specialized field to 
which the several students devote 
themselves, you will make substan- 
tial contributions to the development 
of, and service rendered by, insur- 
ance in the best sense. 


I happen to be one of those who feel 
strongly that insurance should and 
can be one of the most important 
parts of the economic structure in 
which modern business lives. The 
development of the full possibilities 
will not be realized or accomplished 
without a great deal of sound think- 
ing and hard work, over a period of 
time, to remove what I conceive to 
be some of the impediments and ob- 
structions along the highway of prog- 
ress| 


One of the greatest handicaps or 
impediments under which insurance 
labors is the general lack of knowl- 
edge and understanding on the part 
of the public regarding insurance. It 
would seem that the insurance people 
have felt it was to their interest to 
keep the average man from knowing 
anything about how insurance works. 
There has been a certain mysticism 
about insurance in the mind. of the 
average person and, so far as my per- 
sonal knowledge. and experience ex- 
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tends, there has been very little effort 
on the part of the insurance people to 
remove this atmosphere from their 
business. 

In a booklet issued several years 
ago by a prominent insurance com- 
pany there appeared the following : 

“Every individual is exposed to many 
risks, and so is every business. While most 
of these risks can be protected by insur- 
ance, the insurance business is so techni- 
cal that it is practically impossible for the 
layman to understand its terms or select 
with intelligence the various insurance 
contracts which he may need.” 

Please do not misunderstand me. 
Every business encounters misunder- 
standing on the part of the public to 
a greater or lesser degree insofar as 
its particular product or operations 
are concerned. I would not want for 
one moment to leave the impression 
with you that I believe the insurance 
fraternity will be successful in en- 
tirely eliminating misunderstandings 
and misconceptions concerning insur- 
ance. I do want to impress you with 
my firm conviction that for a busi- 
ness which in one form or another, 
and at one point or another, vitally 
affects the economic welfare of every 
individual citizen of this nation, in- 
surance generally is more misunder- 
stood, or is more of a mystery in its 
general operations than any other 
business of extensive ramifications 
that I have encountered. One of the 
biggest tasks in developing and ex- 
tending good will for the business of 
insurance as a whole, is to educate 
the public diligently in the fundamen- 
tals of insurance in the most simple 
and practical form possible. 


NE of the most constructive 

moves that could be made by 
the insurance fraternity would be to 
reduce insurance to its plain, com- 
mon-sense, understandable factors, 
and then present this information to 
the public through the various chan- 
nels that exist for that purpose. I see 
no advantage to insurance in foster- 
ing and carrying any farther this 
notion of insurance being something 
that the average man cannot under- 
stand. 

If the teachers in the several 
courses of insurance will undertake 
to teach the practical simplicity of 
insurance, so far as its essential ele- 
ments are concerned, and, at the same 
time, bring to the students the reali- 
zation of its importance, I believe 
that your efforts will be much more 
effective and will be a substantial 
contribution to the maintenance of 
the soundness of the insurance busi- 
ness and its greater acceptance by the 
public with-increasing confidence. 
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I know of no field of activity in 
life to which the comments which 
immediately follow could not be ap- 
plied with equal force and with equal 
benefit to our people as a whole. I 
refer to the teaching of a code of 
ethics based on a high plane, that not 
only can be accepted but which, be- 
cause of the leadership of a group 
such as your own, may be adopted 
with a deep sense of conviction by 
each individual student so that we 
will find in actual practice the main- 
tenance at all times of practices and 
activities in this field in which we are 
especially interested that will set a 
standard for all to follow. 


After all, I believe that we can 
agree that in the field of insurance, 
as much or more so than any other 
field of activity in our economic life, 
confidence is the keystone. I also be- 
lieve that most of you will agree that 
to the extent we are successful in 
developing an active consciousness of 
the necessity to create and maintain 
a high professional standard of prac- 
tice and performance on the part of 
those engaged in the field of insur- 
ance we will be making a contribu- 
tion that cannot be measured toward 
maintaining the insurance business on 
a basis that will be unassailable. 


There are inherent in the function 
of insurance, if it is to serve in the 
broadest concept, attributes and char- 
acteristics that are different than we 
may be ready to concede might pre- 
vail in dealing with a physical prod- 
uct or commodity. True, the stand- 
ards for performance and quality of 
product should be equally high in 
every field and that is an ideal toward 
which every conscientious educator 
and business executive and leader is 
striving for at all times. The point 
that I am attempting to make is that 
because of the particular nature of 
the function of insurance and the fact 
that the general public is so little ac- 
quainted, or shall we say, in the vast 
majority of cases so completely in 
ignorance of the insurance function 
that the requirements for high stand- 
ards of performance and _ integrity 
should be recognized and prized by 
all who are in any way engaged in 
this most important field of economic 
activity. It is the prime responsibil- 
ity of organized education to actively 
teach and make every effort to main- 
tain at all times these high standards. 

Because of the breadth of develop- 
ments in the application and adapta- 
bility of insurance, there has been of 
necessity the introduction of speciali- 
zation as has been found in the fields 
of law, medicine, engineering and 
related professions. The specialist has 
become 4 necessity to the utimalte in 
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development and rounding out of 
comprehensive functioning in these 
respective fields. So it is with insur- 
ance. However, there are dangers in 
specialization and we will find serious 
defects appearing from time to time 
unless the specialist has first been 
educated and trained as a general 
practitioner, thoroughly grounded in 
the fundamentals and principles of 
the business of insurance as a whole. 

Again, insurance itself might be 
considered a field of specialization, 
which after all it is when we look at 
the economic structure as a whole. 
Therefore, it appears to me that the 
leaders in the field of insurance edu- 
cation have a very definite responsi- 
bility to establish the admission re- 
quirements or general qualifications 
for students entering the courses in 
insurance on a basis that will insure 
the selection of the best fitted candi- 
dates. These students should be re- 
quired to have had or to have simul- 
taneous education, training or expe- 
rience in the general field of business 
or economic activity so that they may 
have a real understanding and appre- 
ciation not only of the needs of busi- 
ness for insurance of the several types 
but also of the background or founda- 
tion from which to project, develop 
and adapt insurance to the needs of 
business or the individual. Whether 
your graduates devote themselves to 
the field of insurance from the stand- 
point of association with the develop- 
ment and sale of insurance or as buy- 
ers of insurance, such a foundation or 
background will be an invaluable 
asset to them and enable them to 
contribute more effectively to the 
well-being of insurance. 


REFERRED earlier in my talk 

to the necessity for reducing in- 
surance to a basis of practical sim- 
plicity. It seems to me that not alone 
in forms and contracts but in organi- 
zational structure and machinery, 
the insurance business has grown and 
developed in a most complex man- 
ner. The almost unaccountable num- 
ber of boards, committees, bureaus, 
groups and similar organisms would 
appear to an ordinary layman to be 
the result of a rather unplanned and 
uncharted growth. It would be a 
rather interesting picture, highly il- 
luminating, and perhaps provide a 
basis on which some far-reaching de- 
velopments can be had if some inde- 
pendent and thoroughly intelligent 
organization would evolve and chart 
on a factual basis these multitudinous 
organisms and tabulate the number 
of sessions, conferences, conventions 
and other meetings provided for.in 
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their respective programs together 
with the man-hours consumed in at- 
tendance thereat. Do not misunder- 
stand me to say that I feel that many 
such procedures are not vital and 
necessary. I merely say that it would 
be a very valuable picture to analyze 
and study for I am somewhat of 
the opinion that such a survey and 
analysis might indicate various points 
at which substantial improvements 
could be made in the functional ma- 
chinery in order to provide for greater 
facility in dealing with the numerous 
problems that constantly arise and 
must, of practical necessity, be dealt 
with by group studies and conferences 
of one type or another. Perhaps, some 
such study or studies have been made 
and have not come to my attention. 
If not, this may be one of those items 
to which the insurance educators 
might give some attention from the 
standpoint of suggesting possible 
methods and means of having such 
a survey undertaken. In other words, 
in every specialized field of education 
we look to those who are engaged in 
such activity to provide objective 
viewpoints and, shall we say, ad- 
vanced thinking. It is true that some- 
times their thinking gets too advanced 
to be sound, but it does seem to me 
that on this matter of organizational 
development and procedure to which 
I have been referring we would all 
benefit by some sound advanced 
thinking which will produce some 
plan or approach to what appears to 
me to be required—simplification. 

The Supreme Court of the United 
States has declared that the business 
of insurance is charged with a public 
interest. As early as 1869 that same 
high tribunal asserted, and has re- 
asserted, that insurance is not inter- 
state commerce and that its regula- 
tion should be l¢ft with the several 
states. But note that the right to 
regulate this business had already 
been established. Why? 

Jecause it was recognized that here 
was a business, not dealing in com- 
modities, but one which was a social 
device for making accumulations of 
funds from the many to meet uncer- 
tain losses of capital by the few. 

When one contemplates the num- 
ber of fire insurance associations, gen- 
eral policy and rate regulatory bodies 
and supervising associations of one 
kind or another, and then catalogues 
the numerous rating bureaus and de- 
fines the area of their jurisdiction, 
notes the complexity of their makeup, 
some composed of company officials, 
some of company. field men, some of 
local agents, and some independently 
operated -by individuals or by states 
for the. purpose .of- furnishing rates. 


“Johnny Public” is left in a daze. : 

When one sees these various bodies 
referred to by letters, as is frequently 
done, such as the E.U.A., I.U.B., 
F.LA., I.M.U.A., N.B.F.A., S.E. 
U.A., etc., ad infinitum, the famous 
governmental alphabetical soup looks 
like an oyster stew at a church sup- 
per in comparison. 


The existence of hampering state 
legislation which has necessitated a 
certain amount of regulatory machin- 
ery on the part of the insurance com- 
panies and a certain required com- 
plexity in the methods of conducting 
the business and the development of 
the contract forms and rating meth- 
ods is recognized, yet one wonders if 
the companies have not in some 
measure, been caught in the meshes 
of a bureaucratic net of their own 
spinning. 

Through their various boards and 
bureaus the companies have made 
such a multiplicity of restricting 
rules, not only regarding rates and 
forms, but including limitation of 
agents and commissions, that lack of 
good faith has been nurtured to the 
point that men who in their private 
dealings would be most meticulous in 
living up to verbal obligations they 
had assumed but in the insurance 
business deliberately violate written 
pledges. 

Another subject that seems to me 
should present a definite appeal and 
perhaps to some extent a challenge 
to the insurance educators is that of 
the need of independent research of 
a continuing nature with respect to 
forms, contracts, coverage, construc- 
tion of rates, etc., that could bring to 
the particular subject and problem 
every point of view and impartially 
analyze the situation from every angle 
for the benefit of both the buyer and 
the underwriter. 


I am not going to discuss at all the 
desirability of buyers being able to 
obtain certain coverages which they 
have felt the need of but which have 
not yet been made satisfactorily avail- 
able, such as malicious damage, ob- 
solescence insurance, or an ideal use 
and occupancy policy. 


DO wish to refer in passing to the 

possibilities of a greater use of de- 
ductible clauses. Ralph Blanchard 
has repeatedly pointed out that insur- 
ance, particularly for large buyers, 
as at present written is uneconomical 
to the extent that it covers a multi- 
tude of small losses which could be 
easily borne by the insured. In many 
lines of insurance the expense of han- 
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Savings Bank Life Insurance 


Excerpts from an address delivered before the 

annual meeting of the Association of University 

Teachers of Insurance, Philadelphia, Pennsyl- 
vania, Dec. 27, 1939 


By PAUL TAYLOR 
DEPUTY SUPERINTENDENT, NEW YORK INSURANCE 
DEPARTMENT 


OUR: President suggested that 

in my discussion I treat of 

some’ of the features of Sav- 
ings Bank Life Insurance which are 
unique. The principal unique fea- 
ture centers around the General In- 
surance Guarantee Fund. That is a 
body corporate with a seal. The Fund 
is administered by five trustees; four 
are required to be trustees of the 
savings banks, and the fifth is a de- 
partment superintendent. The first 
four are appointed by the Superin- 
tendent of Insurance with the con- 
sent of the Governor. In Massa- 
chusetts these five trustees are ap- 
pointed directly by the Governor, 
and in Massachusetts they have broad 
administrative powers. In New York 
their administrative powers are nar- 
row. The difference is caused not 
by any feature of policy, but by the 
fact that at the time of the passage 
of the New York Act, there was a 
question whether under the State 
Constitution broad administrative 
powers could be delegated to such a 
body. 

Our New York Constitution lim- 
its the number of state departments 
to eighteen. There are many who 
used to claim that the granting of 
administrative powers to any new 
board or body created a new state 
department and violated the consti- 
tution. Fortunately, the Court of 
Appeals has decided that substantial 
administrative powers may be dele- 
gated. 

In the Metropolitan Life Insur- 
ance Company against Boland, the 
first case of that name, the Court 
upheld the constitutionality of the 
New York Labor Relations Act upon 
the ground the Labor Relations Act 
did not create a new state depart- 
ment. Thus, in the future, it will be 
possible to amend the Savings Bank 
Life Insurance Law to grant to these 
trustees the same administrative pow- 
ers, powers equal to those of our New 
York State Labor Relations Board. 

Now let us examine their actual 
powers. The fund receives 4 per cent 
of each life insurance premium. The 
insuring banks make payments to 
the fund each month. The trustees 
invest the money in securities which 


are legal for savings banks. There 





is a provision allowing the trustees 
to deposit the money in savings banks 
until such time as, in their opinion, 
the fund is large enough for other in- 
vestment. It is simple enough to re- 
ceive money every month and put it 
in a savings bank. Establishing the 
mechanics for paying it out is a larger 
problem. 

Should the fund be built up to a 
size determined by the Superintend- 
ent of Insurance and Superintendent 
of Banks to be adequate and then al- 
low it to increase by its interest earn- 
ings with no more contributions from 
policyholders other than a percentage 
of premiums, or should the fund be a 
revolving fund? 

There are precedents for both types 
of funds. 

In Massachusetts funds build the 
4 per cent premium up to $100,000. 
In the opinion of state officials over 
there, a hundred thousand dollars 
was sufficient for the purposes of the 
fund. Since the fund amounted to 
$100,000, it has been increased by 
its interest. 

In New York State there are two 
guarantee funds, which guarantee ob- 
ligations of companies writing work- 
men’s compensation insurance. One 
fund arises from the contributions 
from the premiums of stock com- 
panies, and the other from mutual 
companies. The stock companies com- 
pensation guarantee fund operates on 
the same plan as the Massachusetts 
Savings Bank Fund — build up to 
a certain amount and then stop; con- 
sequently, if in the future, some stock 
casualty company is permitted to do 
business in New York State, its obli- 
gations will be guaranteed by that 
fund, although its contributions will 
be smaller than those of the company 
which was in there from the start. 

As a matter of fact, the fund 
might be built up to the required 
amount, and a new casualty company 
would come in and its premium 
would never contribute a cent to the 
fund. 

Mutual companies have a revolv- 
ing fund which operates on the basis 
of “first in, first out”. The first con- 
tributor will be the first to be repaid. 
In that way, mutual compensation 
companies, etc., deciding to write 
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compensation or being admitted to 
the State, after several years’ opera- 
tion in the mutual fund, will be on 
equitable footing with those com- 
panies who have been in the fund 
from the start. 

Trustees have decided to adopt the 
latter plan, the revolving fund plan. 
ee @ 6 

N 1906, when Judge Brandeis was 

preparing the Savings Bank Life 
Insurance Law, he consulted Walter 
Wright, son of the renowned Alezier. 
He is reported to have told Judge 
Brandeis that there was no necessity 
for the General Insurance Guarantee 
Fund ; that any issuing bank starting 
with a capital of $25,000 would be 
able to meet all of its obligations. 
Nevertheless, Judge Brandeis decided 
to have the General Insurance Guar- 
antee Fund as an additional safety 
factor. 


Thirty years of experience in Mas- 
sachusetts bears owt the correctness 
of Mr. Wright’s opinion. The Gen- 
eral Insurance Guarantee Fund in 
Massachusetts has never had to pay 
any money on its guarantees of the 
insurance obligations of the Life In- 
surance Departments of the Savings 
3anks. In fact, the $20,000 Special 
Insurance Guarantee Funds, part of 
the capital of each issuing bank, have 
never been touched, except in one 
case where one bank used $500 of 
its Special Guarantee Fund. The next 
year that bank was able to reimburse 
the capital fund and pay a dividend 
to policyholders; consequently, the 
trustees can calculate their revolving 
procedure without having to give 
great weight to the fact there would 
be possible payments on guarantees. 

When the Fund gets of a size sat- 
isfactory to the Superintendent of In- 
surance and the Superintendent of 
Banks of New York State, it can 
issue an additional guarantee of in- 
surance obligations of an issuing 
bank, which will eliminate the neces- 
sity of the new banks coming in put- 
ting up $20,000. They will still have 
to put up $5,000. It is proposed to 
have the New York Fund grow to 
this satisfactory size which, for the 
purpose of satisfaction, we will say 
will be a hundred thousand dollars. 
When the Fund has that amount of 
money, it will ask the Superintendent 
to lower the rate of contribution from 
4 per cent to 3 per cent or maybe 2 
per cent; at the same time it will 
use new contributions but not inter- 
est, as an extra dividend to that class 
of policyholders which contributed 
first. In this way it is proposed to 
have the fund equitable to all policy 
holders. 
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Another unique feature is the unifi- 
cation of mortality. Don’t look for 
unification in the Index to the Law, 
because it isn’t stated that way. Un- 
der section of the Insurance Law en- 
titled, “Forms of Policies, etc.”, it 
is provided that the Superintendent 
shall for each year determine the 
ratio of actual to expected mortality 
claims for all of the banks and shall 
determine a similar ratio for each of 
the banks separately. Both calcula- 
tions shall be based on the mortality 
table and the rate of interest used by 
the banks, which is, in American ex- 
perience, 3 per cent, and upon such 
other basis as shall be approved by 
the Superintendent. Then it is pro- 
vided that if the calculation of the 
ratio pertaining to new savings and 
insurance banks shall show the actual 
mortality experience is less than the 
expected of all the banks, he shall 
send to each bank a certificate setting 
forth the amount of such difference 
and the banks shall pay the amount 


of the difference to the Guarantee 
Fund. 
The Superintendent also is_ re- 


quired to furnish the certificate for 
the expected mortality of any bank 
that has exceeded the ratio of the 
actual to the expected of all of the 
banks, and the trustees of the Gen- 
eral Insurance Guarantee Fund have 
to reimburse that bank. 


Thus, there is an annual leveling 
off of mortality losses. A bank in the 
City of New York may have a high 
mortality ratio and a bank in the city 
of Troy may have a low mortality 
ratio. At the end of the year the 
Troy Bank will have to reimburse the 
New York Bank. The effect is that 
each bank is a re-insurer of every 
other bank. Or another way of stat- 
ing it is that every bank is on every 
risk; and still another way of stat- 
ing it is that the mortality exposure 
is state-wide. Because of this state- 
wide exposure, we feel justified in 
issuing a combined financial state- 
ment of all of the banks showing com- 


bined capital of $175,000. 


On the risk side and on the lia- 
bility side, Savings Bank Life Insur- 
ance is one company, a central plan, 
if you please. However, on the asset 
side of the statement, Savings Bank 
Life Insurance is several units. This 
situation represents the social philos- 
ophy of the authority of Savings 
Bank Life Insurance; the philosophy 
of economic smallness. Each bank 
invests its own assets. Since first 
mortgages are primary Savings Bank 
investment, a large part of the in- 
vestment of assets is in the bank’s 
own community. There is competi- 
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tion between banks on the invest- 
ment of assets and on the expense 
factor. 
ee @ 

N thirty years of experience in 

Massachusetts, there have been 
extra dividends resulting from the 
differences in the savings from load- 
ing and in the interest earned. You 
see there can’t be any difference in 
the mortality savings between banks 
because of the annual leveling off. In 
Massachusetts, they have the same 
general insurance statute as they do 
in New York, limiting the amount of 
the surplus or contingency reserve to 
10 per cent of its reserve liability. In 
thirty years because of savings from 
loading and excess interest earnings, 
four Massachusetts Savings Banks 
paid extra dividends to reduce their 
surplus to the statutory requirement. 
In other words, four times individual 
savings banks have had to cut a 
melon to reduce their surplus to the 
statutory size. 


In our own case the probabilities 
are that on the business of 1939 the 
banks will all declare the same rate 
of dividend. Our actuary informs me 
that the dividend formula contains no 
factor for interest. You can readily 
see it is difficult to invest during the 
first year of operation, which also 
happens to be a year of record-low 
interest rates. 

The factors which affect investment 
policy are not completely known. We 
know within limits but not too def- 
initely the probable demand for cash 
values and probable death losses. The 
dividend formula this year contains 
a negative factor for loading, and a 
very high factor for mortality sav- 
ings. To use a phrase I heard earlier, 
it contains a “zero factor” for interest. 


On an exposure of about 6,000 
lives in the fiscal year which ended 
October 31, there were three deaths 
with claims totaling $5,500. Premi- 
ums paid in the last fiscal year totaled 
$120,437.56, roughly $125,000. It 
would not be fair to make any con- 
clusions or general statement about 
superior mortality experience based 
on these recently examined lives. 


In Massachusetts for over thirty 
years there has been an excellent 
mortality experience. However, part 
of it may be due to the rapidly in- 
creasing amount of new business. Mr. 
Rainard Robbins, vice-president of 
the New York Teachers Insurance 
Association, has made some studies 
on the persistency of mortality ex- 
perience. I believe it is his con- 
clusion on persistency of mortality 
experience that people who apply 
-xoluntarily:.rather than as..a result 


of solicitation stay with the company 
a longer time. I don’t believe it is 
his conclusion that because people 
walk into the banks, the exercise 
makes them live any longer. 


My opinion is that in the long run 
Savings Bank Life Insurance mor- 
tality experience will be a little better 
than the combined experience of 
companies, because no one will be 
urging the doctor to pass the appli- 
cant, and further because the medical 
examination for Savings Bank Life 
Insurance may be a little better than 
company examinations. Our doctors, 
appointed by the medical director, 
make practically all of the examina- 
tions in their own offices. We feel 
that practice is commensurate with 
the dignity of the profession, and we 
have other reasons for preferring ex- 
amination at the doctor’s office. 


HE most insurance you can se- 

cure in New York State is $3,- 
000 on one life, exclusive of dividend 
additions. That limitation comes from 
legislative compromise. What justifi- 
cation can there be for saying to a 
man: This insurance is so good that 
you can only get $3,000 worth of it. 
It is like telling the father of ten chil- 
dren that you are willing to supply 
him with an excellent quality of milk 
at nine cents a quart, but the best 
you can do for him is to give him two 
quarts a day. Possibly in the future 
the limit will be increased to an 
amount we allow as the limit on 
Savings Bank deposit, namely, $7, 
500. Possibly some day the limit 
will be entirely removed. 


From an underwriting standpoint 
the limit of $3,000 during the first 
year or two of operation is a very 
desirable limit. As a professor of in- 
surance, you may not think about it, 
but if you were an insurer of a man’s 
life, you wouldn’t like to see him 
walk across the street against the red 
light. If he is inclined to walk across 
the street against the light, you would 
prefer that your liability on his life 
be a small one. Under present wage 
scales, many people who buy indus- 
trial life insurance are certainly able 
to buy more than $3,000 worth of 
Savings Bank Life Insurance. 

There have been some studies of 
personnel of our policyholders. In 
reviewing applications, we notice post 
office employees and telephone com- 
pany employees. One of the savings 
banks made a study of a group of its 
applicants and found as follows: 

Occupations amounting to 1 per 
cent or more of the total applications. 


Bookkeepers 3.3 per cent. Building 
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Reciprocity Comes 


To Wartime Canada 


States to whose attention the cor- 
respondence has been brought are 
reported to be awaiting with consid- 
erable interest the public and the 
official reactions to letters addressed 
recently to the chairman of Canada’s 
War Supply Board and of its Na- 
tional Subscription Committee by W. 
E. Baldwin of Montreal, president of 
the All Canada Insurance Federation. 


‘States to whe men of the United 


The letters — which are repro- 
duced below, together with a copy of 
the bulletin sent to members of the 
All Canada Insurance Federation — 
are not regarded as making entirely 
clear the position which the organiza- 
tion is taking upon the insuring by 
American carriers of manufacturing 
risks in wartime Canada, and it is 
expected that further explanations 
will be forthcoming in the near future. 


The missive dispatched to Hon. 
Charles A. Dunning, chairman of the 
National Subscription Committee 
which is in charge of the promotion 
of subscriptions to the recently-floated 
Canadian War Loan, hints that the 
support of the loan in Canadian in- 
surance circles will be conditioned 
upon the Dominion Government’s 
insisting that Canadian insurance 
companies, or at least companies 
operating through Canadian agents, 
be given the insurance upon Ca- 
nadian risks which are receiving war 
orders. 


A similar attitude frequently has 
been taken in the past — although 
under somewhat different circum- 
stances — by stock insurance agents 
in the United States. An outstanding 
example of such use of “reciprocity” 
was seen several years ago when 
stock insurance interests, including 
the representatives of several British 
insurance companies, inferred that 
stock insurance financial support 
would be withdrawn from the Y. M. 
C. A. because of the fact that one 
of its units had placed its insurance 
in mutual companies. The resultant 
outcry over using personal financial 
gain as the measure of participation 
in charitable activities was wide- 
spread. In some quarters it is ex- 
pected that using the same motive as 
a measure of patriotism will draw 


| down upon insurance men wide- 


spread criticism in the present in- 


/ stance from the Canadian public. 


Whether it was expected by the 
All Canada Insurance Federation 
that American insurance companies 
would subscribe to the Canadian War 
Loan is not indicated in the Baldwin 
letters. Most comments have been to 
the effect that Baldwin, as the Ca- 
nadian representative of at-least one 
American stock insurance company, 
must have been aware that the Unite: 
States Neutrality Act would cer- 
tainly be construed as preventing any 
American corporation’s investing in 
the war loans of a belligerent nation 
such as Canada. An official ruling 
has, in fact, now been given on this 
question by United States Secretary 
of State Cordell Hull in a communi- 
cation addressed to Insurance Com- 
missioner John C. Blackall of Con- 
necticut — such investment is »ro- 
hibited. 


The Baldwin letter to W. Rk. Camp- 
bell, chairman of the War Supply 
Board, does not make clear whether 
the All Canada Insurance Federation 
objects to insuring Canadian risks 
during wartime in any American 
company, whether he considers insur- 
ing them in American stock com- 
panies is permissible, or whether the 
letter is intended solely as a veiled 
attack upon the Associated Factory 
Mutuals of New England. Many of 
the statements made are regarded as 
either erroneous or intentionally con- 
fusing, and will doubtless be clarified 
as soon as sufficiently pointed ques- 
tions have been asked concerning the 
purpose of the correspondence. 


HE question of the desirability 

of insuring manufacturing risks 
during wartime with companies domi- 
ciled in other countries has been 
raised recently in the United States, 
in view of the large premium income 
which the British insurance carriers 
enjoy here. Such alien carriers have 
made numerous protests on this score 
in the United States insurance press, 
and to date there has been no tight- 
ening of the regulations governing 
their sending of funds or information 
to home offices in England or Canada. 


Copies of the bulletin recently sent 
to members of the All Canada Insur- 
ance Federation, and of the letters 
referred to above, follow: 
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W. E. BALDWIN, President 
MONTREAL 

J. A. BLONDEAU, Vice-president 
MONTREAL 

S. W. BAND, Vice-president 
TORONTO 

R. L. STAILING, Vice-president 
TORONTO 

Cc. E. HULL, Secretary 
MONTREAL 


ALL CANADA INSURANCE 
FEDERATION 


Room 428 — 410 St. Nicholas Street 
MONTREAL January 2, 1940 


BULLETIN No. 240 
IMPORTANT 


Attached are copies of letters ad- 
dressed to the Chairman of the War 
Supply Board and Hon. C. A. Dunning, 
Chairman of the National Subscription 
Committee. 


These communications are sent fol- 
lowing a resolution of our Executive 
Committee and speak for themselves. 

Will every member please co-operate 
immediately, and to the fullest extent, 
by asking their fieldmen to take this 
matter up with ALL their agents, in- 
viting said agents to communicate at 
once with their member for the Domin- 
ion Parliament at Ottawa? To make 
our work for the Joint Stock and Cash 
Mutual companies effective we should 
get as many letters in as possible be- 
fore the issue of the new War Loan, 
which is expected to be placed before 
the public about the middle of this 
month. 


IMMEDIATE ACTION IS NECESSARY 
— MAY I COUNT ON YOUR HELP? 
W. E. BALDWIN 
President 


CONFIDENTIAL AND FOR THE 
INFORMATION OF MEMBERS 
ONLY 


ALL CANADA INSURANCE 
FEDERATION 
MONTREAL, December 30, 1939 

W. R. Campbell, Esq., Chairman 
War Supply Board 
Parliament, Buildings 
Ottawa, Canada 
Dear Sir: 


This Federation represents 205 Li- 
censed Fire and Casualty insurance 
companies, Tariff and Non-Tariff, Stock 
and Stock Mutual. These companies 
not only do business throughout the 
Dominion but they are domiciled therein, 
that is they maintain offices (Head Of- 
fices and Branch Offices) throughout 
the Dominion. This is in contra distinc- 
tion to organizations which may have 
complied with minimum requirements 
to secure license, either Federal or 
Provincial, but who are not domiciled 
in Canada except as by courtesy they 
may be considered “residents” because 
of the license which they have secured. 


The Stock and Stock Mutual com- 
panies have deposited with the Gov- 
ernment at Ottawa the sum of $91,729,- 
585, and, in addition, have over $400,- 
(00,000 invested in Dominion, Munici- 
pal, and School bonds, debentures and 
other securities besides large sums in- 
vested in Canadian securities held at 
their Head Offices outside of Canada, 
and their whole policy has been to as- 
sist in the development of the Domin- 
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ion. Deposits referred to are main- 
tained solely for the protection of the 
Canadian policyholder. 


The Mutuals to which we refer have 
a total deposit in Canada of only $573,- 
100, and these deposits are not held 
solely for the protection of Canadian 
policyholders but pari passu for all pol- 
icyholders in the States as well as in 
Canada. 


The figures as to deposits are in each 
case taken from the report of the Do- 
minion Superintendent of Insurance, 
which authority is unquestioned. 


Our members have in Canada over 
7,500 salaried employees and an agency 
force of 19,223 covering the entire Do- 
minion. Naturally these companies 
must and do maintain Head and Branch 
Offices and a field force of inspectors, 
they purchase large quantities of sup- 
plies and spend money in traveling. 
They pay to employees in Canada in 
salaries and for the maintenance of of- 
fices, traveling expenses and commis- 
sions over $46,000,000 annually. 


The Mutuals, on the other hand, main- 
tain no offiee of any size in Canada, nor 
do they employ Canadians to any ex- 
tent. Their inspectors come up from the 
United States when necessary, and nat- 
urally they have no field force of agents. 


The Government is placing orders for 
munitions and supplies necessary for 
the conduct of the war, and in many 
cases orders are being given to manu- 
facturers placing their insurance with 
Mutual companies having Head Offices 
in the United States. The orders now 
beng placed must be paid for. They 
will be paid for from taxes and those 
taxes will be borne by the companies 
who are domiciled in Canada, by their 
employees and agents. They will also 
contribute by their purchases and ex- 
penditures to the income of other firms 
and their employees, who in turn will 
pay taxes from that income. 


It is necessary to inspect manufac- 
turing risks, to have plans and layouts 
of the building, and particulars in re- 
gard to the kind and amount of products 
being produced. In the case of com- 
panies actually domiciled within the 
Dominion this information is kept within 
the Dominion. We know that this in- 
formation in the case of United States 
Mutuals is sent to Head Offices and 
comes into the possession of inspectors 
from the United States as well as be- 
ing available to the staff in the Ameri- 
can Head Office. Now individuals have 
been arrested and convicted for simply 
writing friendly letters to people in the 
States giving information in regard to 
matters which should not have been in- 
dulged. It was said that these cases 
were taken up purely as an example 
and a warning. How then can we re- 
concile the sending of plans and data 
of the kind referred to out of the Do- 
minion? 

Our members and their employees 
will be called upon to subscribe to the 
forthcoming Dominion War Loan just 
as they have subscribed to and sup- 
ported the Red Cross Drive. 


We must mention also the question 
of taxation. No business is more heavily 
taxed than that of insurance. The com- 
panies are taxed by Federal and Provin- 
cial authorities, and in some cases by 
municipalities. They pay premium taxes, 
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income taxes, profit taxes and license 
fees. In 1938, these companies paid 
approximately $5,000,000 in taxes. It is 
impossible, of course, to give the tax 
contribution of employees and agents, 
but the figures given above will indi- 
cate that there is a heavy contribution 
from that source. On the other hand, 
the Mutuals by their very method of 
operation escape with a minimum of tax- 
ation and they do not contribute other- 
wise to the Dominion. 

During the last few weeks in the 
Town of Kitchener alone orders have 
been placed with three manufacturers, 
all of whose insurance is carried in the 
New England Mutuals, the premiums 
for which have been for years sent out 
of this country. Millions of dollars are 
held in the States and, although the 
Foreign Exchange Control Board has 
stopped the practice of exporting these 
premium dollars, they cannot recover 
the deposits now out of the country. 
On the other hand, it appears from fig- 
ures given by the “Canadian Under- 
writer” under date of December 1, 
1938, that the British and Foreign Stock 
and Stock Mutual companies have “put 
all their profits of 62 years back into the 
country and another twenty millions 
beside”. 

We have been all along making di- 
rect references to Mutuals with Head 
Offices in the United States. There are 
other underwriters operating in Can- 
ada who operate, if not in all particu- 
lars on the same basis, under conditions 
which are for all intents and purposes 
the same. We refer here to Lloyd’s 
London and the so-called Reciprocal 
underwriters of the United States. 

Manufacturers who buy this Mutual 
protection on the one hand, on the other 
strenuously protest purchases of goods 
made outside the country. They ask 
tariff protection and sponsor “Buy Made 
in Canada” campaigns. Surely in view 
of the facts set out above our members 
and their agents are justly entitled to 
ask that the Government will require 
those manufacturers to whom war or- 
ders are given to place their insurance 
with licensed Stock and Stock Mutuals 
actually domiciled within Canada. 

Yours yery truly, 
W. E. BALDWIN 


PRESIDENT 


ALL CANADA INSURANCE 
FEDERATION 


MONTREAL, December 30, 1939 


Hon. Chas. A. Dunning, 
Chairman, 

National Subscription Committee, 
Ottawa, Ontario. 

Honourable Sir: 

Our members have already been ap- 
proached by Bond Brokers and others 
regarding their subscription to the forth- 
coming Dominion War Loan. 

I am enclosing a letter addressed to 
the Chairman of the War Supply Board 
which speaks for itself. 

Do you not think that our members, 
whose whole policy for years has been 
to assist in the development of the 
resources of the Dominion and to re- 
duce fire hazard and prevent fire loss 
should be protected by the Government 
whose securities they are being invited 
to buy? 

I am confident that if the Government 


would require manufacturers and oth- 
ers who are receiving war orders to 
place their business with licensed Stock 
and Stock Mutual companies through 
Canadian insurance agents you would 
get a very much more generous re- 
sponse to your appeal for funds. 

Would you feel disposed to assist 
our cause by recommending to the War 
Supply Board that our request be 
granted? I know your influence would 
secure the necessary consideration of 
that body and I would be pleased to 
bulletin all our members and ask them 
to support the new Loan when it is 
issued. 

Thanking you in anticipation, I have 
the honour to remain, 

Your obedient servant, 
W. E. BALDWIN 
PRESIDENT 








California Publication 
Hails Caminetti Record 


FOR HIS EFFICIENCY IN CONSERV- 
ING POLICYHOLDER INTERESTS IN THE 
case of a certain life insurance com- 
pany in trouble in his state, Com- 
missioner Caminetti of California is 
credited by the San Francisco Daily 
Commercial News with setting “a 
record not only in the dispatch with 
which it (the company) was sold to 
another company, but also in the lack 
of expenses involved”. Continuing, 
the News said: 


“Because of its hazardous financial 
condition, the Mt. Whitney Mutual Life 
was taken over by Insurance Commis- 
sioner Caminetti as conservator by or- 
der of the Los Angeles Superior Court 
on November 9, 1939. He thereupon re- 
quested bids for reinsurance of the com- 
pany from all life companies operating 
in the State. Twelve bids were received 
with the Guaranty Mutual Life offer 
‘topping’ all others. This was accepted 
by the commissioner subject to approval 
of the court which was granted last 
week. Under the terms of the reinsur- 
ance agreement every policyholder of 
the Mt. Whitney Life is given auto- 
matic insurance for sixty days and at 
his option shall be entitled to assump- 
tion of his Mt. Whitney policy by the 
National Guaranty with the same pro- 
visions, incontestibility, etc., subject 
only to a slightly increased premium 
charge, or he may exercise his option 
and take any other standard form of 
policy issued by the reinsuring com- 
pany. As part consideration for the 
reinsurance, the commissioner, as con- 
servator, is to receive sufficient money 
to take care of all known creditors and 
death claimants of the Mt. Whitney as 
well as all costs of administration. 

“Commenting upon the reinsurance 
agreement, Commissioner Caminetti 
pointed out that it was effected within 
a period of sixty days at an expense of 
approximately $250 and without employ- 
ment of outside counsel customarily en- 
gaged with attendant fees which,. in 
many instances, has caused a very ap- 
preciable diminution of the assets avail- 
able to policyholders and creditors. Ap- 
proximately $1,500.000 of business in 
force was involved.” 











LI 
S 


pol 
inst 
anr 
Gf | 
= in 
© one 

mee 
5 hel 
© wid 
pro 
S out 
a bee: 
a C 
& som 
of 
the 
con 
Ten 
mitt 
able 
out 
too, 
mor 
add: 
Nes 
Bot 
© tion 
miss 
mee’ 
loxi 
was 
amo 
the 
® Nes! 
» pres 
© state 





: 
ae 
% 
‘ 
5 

Fa 


9 form 
848 1 
} own 

Fin Ic 
man 
# appe 
S that 

Snot i 
ae 
Pdon 
> ment 
Hance. 
P but | 











th- 


to | 
ck | 


igh © 
uld § 
: 


re- 


ERV- 
THE 
om- 
om- 
a is 
aily 
Be | 
with 
d to 
lack 
1ing, 


incial 
Life 
imis- 
y or- 
Court 
mn re- 
com- 
-ating 
eived 
offer 
epted 
yroval 
| last 
insur- 
er of 
auto- 
nd at 
sumip- 
yy the 
2 pro- 
ubject 
>mium 
option 
rm of 
com- 
wr the 
s con- 
money 
rs and 
ney as 
yn. 
urance 
inetti 
within 
nse of 
mploy- 
‘ily en- 
ich,. in 
ary ap- 


rs. 


1ess 





ise 


= 
3 
Sly ASAE ih Seabee 


26 GREE SE ti SBR 


§ the 
_ Neslen spoke to the life insurance 


Hip ATE ADL RR HE ce 


a of distinction drafted 
from the fields of education and 
politics combined with leaders in the 
insurance world to make the 33rd 
annual convention of the Association 
cf Life Insurance Presidents — held 
in New York on December 14-15 — 
one of the most notable of the annual 
meetings which the organization has 
held. ‘The discussion of questicns of 
wide significance made the two-day 
program of higher interest to those 
outside the insurance field than has 
been usual in the past. 

Concern over the possibility that 
some measure of Federal regulation 
of the business will be a result of 
the inquiry into life insurance being 
conducted in Washington by the 
Temporary National Economic Com- 


» mittee was responsible for a notice- 
» able undercurrent of anxiety through- 


out the meeting. It was responsible, 
too, for the delivering of one of the 
more important of the. convention’s 
addresses — that of Hon. C. Clarence 
Neslen, Commissioner of Insurance 
of Utah, and President of the Na- 
tional Association of Insurance Com- 


» missioners. Fresh from the mid-year 
© meeting of the commissioners at Bi- 
» loxi, Miss., where Federal regulation 


was a leading topic of conversation 
among the regulatory authorities of 
several states, Commissioner 


presidents upon the advantages of 
state regulation of insurance as against 
Federal regulation. 


Speaking “as the representative 
of- all the insurance commissioners 
and supervisors of the nation,” Com- 
missioner Neslen expressed regret 
that it seems necessary to discuss the 
question of a change in the supervi- 

sion of insurance. 


“There are those, unfortunately,” 
he said, “who have forgotten their 
early United States history, have 
forgotten that ours is a nation of 
states. It is not an ordinary nation 
) as we find elsewhere, but is a group 
Sof nations closely tied together to 
}form a more perfect union. We are 
+48 United States. Each state has its 
own history, its own laws to govern 
Fin local matters, and we were told 
4 many years ago by our court of last 





appeal that insurance is a matter 
& belongs to the state itself and is 
uot interstate commerce. 


> “I have no inside information. I 
do not know just what the Govern- 


5 yt )ment’s agenda is as it affects insur- 
in mance.. I; too, have hopes for the- best, 


: but I do think: that it is the part of 
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LIFE PRESIDENTS CONSIDER MANY TOPICS 


wisdom to be on the watch towers 
and ever guard the interests of 100 
million good people who are looking 
to us to safeguard their vital inter- 
ests. They expect you officials and 
us supervisors to ever be alert, to 
prevent the introduction of new, un- 
tried plans that may upset the 
strength and efficiency of that tried 
and tested American system of insur+ 
ance that is the greatest in the world. 


“Being unacquainted with the 
plans of the Federal Government, if 
it has plans concerning us, I have no 
right to set up an imaginary plan 
and then argue against it. My as- 
signment today, as I understand it, 
is to review briefly some of the his- 
tory of insurance supervision as we 
now have it and as we have had it 
for upwards of 90 years. 


“The present system of supervi- 
sion, namely that by states, could not 
have served and continued as it has, 
had it not possessed great merit. It 
has not been wanting in any state 
nor in any section of our country. In 
the brief time ailotted me I cannot 
give you the history of state super- 
vision in full, I may merely point 
out one or two features that will 
have a tendency to justify the con- 
tinuance of our present system. 


“The strongest reason for a con- 
tinuance of state supervision, at least 
to my mind, is that of closeness to 
the people involved. I quote again 
from another young Virginian who, 
in old Colonial days, said: ‘Govern- 
ments are instituted among men, de- 
riving their just powers from the 
consent of the governed.’ These 
words are as true today as they were 
163 years ago. 


“Under our present system each 
state has its insurance department. 
It is a place where the largest insur- 
ance company may go for law inter- 
pretation or for assistance and where 
the humblest citizen may bring his 
complaint, real or imaginary, against 
any company. Each company agent 
and the insured is guaranteed his 
right. He knows his case will be 
handled by officers who are his neigh- 
bors, so to speak; officials who are 
imbued with the tradition of the com- 
munity ; who have first-hand infor- 
mation and who realize that the 
authority they exercise is derived 
from the consent of those they are 
expected to serve. In a word, the 
commissioner knows that his acts are 
reviewable by the people of his own 
community. His constituents may be 
called upon to pass on his actions. 
He, therefore, is not autocratic, ar- 
bitrary, or capricious, but ina judi- 
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cial and fair way treats his neighbor 
as he would be treated. 


“The Insurance Commissioner is 
in a unique position. He, with the 
well-organized department, is more 
familiar with conditions growing out 
of the insurance business than could 
possibly be known by any other off- 
cial or organization. He knows his 
people. He is familiar with all the 
elements. which affect the various 
phases of insurance throughout the 
state. Through his various contacts 
with policyholders, either direct or 
indirect, he is better able to judge 
their problems and protect their in- 
terests than any other branch of the 
government. His knowledge of the 
business and the policyholders of his 
state places upon him the responsi- 
bility to protect, not only the insured, 
but also the company upon which he 
depends, from unwise tendencies in 
legislation. All these elements to- 
gether have built up a public senti- 
ment in this country, a faith and 
confidence in the integrity of the 
insurance business. 


“When a state organization is 
called upon to help a company in 
trouble,” Commissioner Neslen con- 
cluded, “it immediately takes into 
consideration features that are vital, 
which perhaps a faraway bureau 
would entirely overlook. In apprais- 
ing the holdings of a company, the 
wise supervisor will know that be- 
sides admitted assets, there are those 
non-admissible assets which are of 
great value to an institution. Among 
them may I refer to the ‘going value’ 
of an institution, its goodwill, its 
momentum, and its agency force. If 
we are to have individual enterprise 
in an institution, we must get it as 
closely as possible to the individual, 
and surely a state organization is 
closer to the individual involved than 
a bureau which is 3,000 miles away. 


“Lest I tire you, ladies and gentle- 
men, I will conclude my remarks by 
stating that which you already sus- 
pect; that after some years of prac- 
tical experience and extensive ob- 
servations, after years of experience 
as a public official and one who in 
many different avenues of life has 
contacted thousands of people of all 
classes, I favor a continuance of 
proper state supervision as upheld 
by the highest courts in the land as 
against a federal supervision which 
will perhaps have a multiplicity of 
rules and regulations, and employes 
who may possibly have greater nat- 
ural interests in their bureau or de- 
partment than in the common people 
of a section whose traditions and in- 
terests are foreign to them. Our 
present system, to my mind, has 


(Continued on page 27) 
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Buyer’s View Point 
(Continued from page 16) 


dling the aggregate of small losses is 
out of proportion to their importance. 
Insurance should cover primarily 
losses which would be of serious 
financial import to the insured. Econ- 
omy demands that only such losses 
be covered. In making these asser- 
tions he draws a distinction between 
pure insurance and those cases where 
it may be in the interests of the in- 
sured to purchase insurance in order 
to have the service of the insurance 
company in adjusting claims, small 
or large. 

I shall not consider in detail the 
enticing possibilities of a more exten- 
sive use of combination policies by 
grouping under one cover such sim- 
ilar hazards as employers, general 
public, manufacturers public, elevator 
products and pressure vessel liability, 
one development of which we are 
witnessing in the householders com- 
prehensive policly which would go 
far beyond any so-called all-risk con- 
tract now generally written. I will 
say, however, that a wider develop- 
ment of a genuine all-risk contract is 
needed if insurers are to fulfill their 
real functions, and that I believe it 
would be in the interest of everybody 
if insurers other than life were per- 
mitted to write all lines of insurance 
which were not definitely contrary to 
public policy. 

I would perfer to direct your 
thoughts to a different concept with 
regard to insurance than is perhaps 
generally held, but which is essential 
to an appreciation of the underlying 
basis on which to predicate ‘“Insur- 
ance in the Future” which some of us 
visualize. The fundamental point of 
view to bear in mind when regarding 
the function of Insurance is the point 
of view of the insured, as the whole 
structure of insurance rests upon the 
needs of the insuring public. 

It follows then that those com- 
panies which will best meet the needs 
of the insuring public will be the com- 
panies which will keep the point of 
view of the insured before their minds 
at all times. There has been little 
analysis of the basic needs for insur- 
ance protection from the point of 
view of the insured. A greater flexi- 
bility in meeting such needs is re- 
quired. It seems advisable, therefore, 
to get down to these essentials by 
forgetting all thoughts of insurance 
as it is conducted today; analyzing 
the entire field of accidental monetary 
loss; then determining just which of 
these possibilities are proper subjects 
for insurance. 
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The terms used as names for poli- 
cies are even more confusing, and 
refer in their origin, without any 
semblance of order or choice, to the 
subject of the insurance in one in- 
stance, the hazard insured against in 
another, a particular kind of damage 
in a third instance, and even to a 
class of insured in another. Were 
these policy titles strictly comparable 
it would be far easier to compare the 
purposes of each of them, but it will 
be seen by a comparison of the cov- 
erages afforded under an Earthquake 
policy and under a Water Damage 
policy, that special and involved 
knowledge is necessary to a clear 
understanding of each of the con- 
tracts. Also legislators engaged in 
writing the laws defining the insuring 
power of the companies have used 
existing insurance terminology when 
dealing with the subject, as is natural. 
Sut with the passage of time, the 
point of view of the legislators has 
changed, and the laws under which 
the companies operate reflect these 
difficult and disconcerting shifts in 


attitudes. These comments have not 
been made with the intention of lead- 
ing up to a wild proposal for over- 
hauling the terminology of the insur- 
ance business. They have been pre- 
sented in an effort to aid in clear and 
sensible thinking about insurance and 
to indicate some of the many reasons 
that prompt the suggestion that a 
real advance in this field of insurance 
would be the establishment of some 
machinery of independent research to 
study, analyze and bring forth data 
on the needs, requirements, types of 
coverage, ratings and other essential © 
factors that will carry insurance for- 
ward to greater effectiveness. 

There are two general suggestions 
we offer on this occasion; one, in 
terms of education that you may find 
useful in your courses ; the other, sur- 
vey and research which perhaps 


oa 


offers some possibility for your own © 


activity. In both, may I say in clos- 
ing, you may count on the active in- 
terest and cooperation of insurance 
buyers as a whole. 


Comment on Mr. Miller’s Speech 


By RALPH H. BLANCHARD 


SCHOOL OF BUSINESS, COLUMBIA UNIVERSITY 


HERE is probably less general 

knowledge and understanding of 
insurance than of any other impor- 
tant business or economic subject. 
3usiness men who scrutinize and plan 
their other programs and expendi- 
tures with the greatest care often ab- 
dicate when insurance comes up for 
consideration. They seem to feel that 
here is a mystery which they could 
not penetrate if they would. And my 
colleagues in the field of economics 
have much the same attitude. When 
they reach insurance they are baffled, 
or become the victims of specious 
reasoning and of naive acceptance of 
words and figures. 


Two major developments are 
working toward an improvement in 
this situation: the recognition of in- 
surance planning and buying as an 
independent field of business man- 
agement, and the extension of aca- 
demic courses and research in in- 
surance. 


Mr. Miller comes to you as a rep- 
resentative of the “insurance buyer”, 
in the sense of a specialized, expert 
manager of the insurance department 
of his business. A few years ago you 
could have found no such person to 


talk to you. Now there is a large and 
influential group of key men in im- 
portant business organizations who 
devote all or a large part of their at- 
tention to insurance. When I at- 
tended one of the early meetings of 
the Insurance Division of the Ameri- ~ 
can Management Association, an or-~ 
ganization devoted to the problems ~ 
of the insurance buyer, I was im-~ 
pressed by the lack of knowledge of ~ 
elementary insurance facts and prin- — 
ciples shown by many of the partici- ~ 
pants. But at meetings of that or-” 
ganization and of the Risk Research © 
Institute, held this year, I was im-~ 
pressed by the extent to which the ~ 
elements of insurance were taken for ~ 
granted, the discussion having to do 
largely with details of application of — 
basic forms of insurance to individual — 
situations. 

As a corollary to the growth of 
specialization in insurance buying” 
there has developed a greater inter-— 
est in the buyer’s problems on the” 
part of officials of insurance carriers” 
and of insurance middlemen. It had~ 
been largely forgotten that the whole” 
justification of insurance is to be” 
found in its contribution to the effi-” 

(Continued on page 27) 
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Anniversary — January, p. 11 


JouRNAL OF AMERICAN INSURANCE 





Gray Named President of Millers Na- 
tional — May, p. 10 
Greene Named President of Berkshire 


and Hampshire Mutuals — January, 
». 11 

Hanawalt Joins National Mutual — 
March, p. 11 


Haviland Honored on Anniversary— 
November, p. 28 

Hendricks New Head of Iowa Mu- 
tual Association — November, p. 21 
Kansas Mutual Program at Salina — 
November, p. 27 

Keefer Joins L. M. C. — December, 
p. 1 

Kemper Foundation Fellowships — 
December, p. 12 

Kidd Heads Minnesota Mutual Asso- 
ciation — October, p. 10 

Kuechle Elected Director of Employ- 
ers Mutuals — February, p. 8 


Lumbermens Promotes — June, p. 8 
Michigan Mutuals Meets — February, 
p. il 


Mill Owners Mutual Moves to New 
Home Office Building — November, 
p. 24 

Moffett Named President of Paw- 
tucket Mutual — March, p. 12 
Mutual Engineers Meet—October, p. 9 
Mutual Engineers Meet — November, 


p. 18 

Mutual Pioneer to Celebrate 50th 
Year in Service (Baker) — August, 
p. 12 

Mutual Underwriters Conference 
Studies Insurance Problems — Nov- 
ember, p. 22 


Mutuals Consolidate — July, p. 10 
Mutuals Meet in Chicago — Septem- 
ber, p. 13 

Mutuals Weigh Vital Problems at 
Chicago Convention — October, p. 14 
National Mutual of Celina Has 25th 
Anniversary — February, p. 20 
Nebraska Mutuals Hold Annual Meet- 
ing — March, p. 8 

1939 Mutual Convention — August, 
p. 33 

Northwestern Mutual Building In- 
stalls Unique Airplane Beacon—Feb- 
ruary, p. 25 

Riddell Celebrates 25th Anniversary 
with L. M. C. — June, p. 9 

Silver Named President — June, p. 6 
Texas Mutuals Meet — December, 
p. 22 

Three Mutual Companies Pass Cen- 
tury Mark — March, p. 11 

Town Mutual Celebration — June, 
p. 1l 

Tripp Re-elected President of Illinois 
Mutuals — November, p. 12 

Trundy Completes 50 Years with 
American Mutual — July, p. 8 
Twitchell Seriously Injured — June, 


p. 12 

United Mutual Announces Changes— 
February, p. 11 

Wisconsin Mutuals in Annual Con- 
vention — October, p. 9 

Wisconsin Mutuals in Annual Meet- 
ing — February, p. 12 


NON-ASSESSABLE 
Non-Assessable Policies Upheld by 
Alabama Attorney General — Sep- 
tember, p. 23 
Non-Assessable Policy Upheld in Ala- 
bama — August, p. 16 


POLICY FORMS 
“Drive Other Private Car”, Endorse- 
ment Required in New Hampshire— 
August, p. 9 
Farm Meeting Hears Praise of Com- 
prehensive Policies — December, p. 8 
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Medical Payments Endorsement — 
August, p. 6 

New Standard Automobile Policies 
Adopted by Mutual Companies — 


April, p. 23 
No Closed Minds on Auto Medical 
Endorsement (Editorial) — August, 


Revision of the Fire Insurance Policy 
(Editorial) — July, p. 5 

“Revision of the Standard Fire Insur- 
ance Policy”, by Chase M. Smith — 
November, p. 13 

“Standard Auto Policy Changes”, by 
John S. Hamilton, Jr. — September, 
p. 19 

Standard Auto Liability Policies Re- 
vised — May, p. 25 

“Superior Insurance Coverages”, by 
A. P. Lange — November, p. 15 


PUBLIC PROPERTY 


Mutual Insurance of School Property 
Upheld in Colorado — December, p. 6 
Seeks to Enjoin Mutuals’ Insuring 
Texas School — November, p. 24 


RATES 


4.3% Reduction in Wisconsin Com- 
pensation Rate — November, p. 28 
Meet to Organize Auto Rate Office— 
April, p. 22 

New Rating Bureau Organized—Oc- 
tober, p. 11 

New York Auto Rates Reduced 10% 
— September, p. 9 

North Carolina Ruling Clarifying Rate 
Order — February, p. 8 

North Carolina to Revise Auto Classifi- 
cations — November, p. 7 

Pink Replies to La Guardia on Fire 
Insurance Rates — August, p. 23 
“Suggested” Automobile Rating Rules 
Issued by Palmer — April, p. 8 

The Missouri Compromise — June, 
p. 17 


RECIPROCITY 


What Is the Casualty Managers Club? 
(Editorial) — August, p. 5 


RETIREMENTS 


Western Millers Reinsures National 
Petroleum — November, p. 21 

Western Underwriters, Union Com- 
plete Consolidation — October, p. 9 


RULINGS 


Blackall on Laundry Insurance — De- 
cember, p. 10 

Holds Counties May Insure in Mutual 
Companies — June, p. 8 

Indiana Disapproves Safe Driver Re- 
ward Plan — August, p. 9 

Kansas Ruling on Financed Automo- 
biles — January, p. 9 

Mississippi Ruling*on Cotton Gins— 
February, p. 25 

Mortgaged Chattels—November, p. 18 
Motor Club Service Contract Held 
Insurance — July, p. 8 

New Jersey Ruling on Financed Cars 
— August, p. 10 

New York Ruling Discourages Extra 
Commissions to Brokers — June, p. 23 
New York Terms Cleaners’ Insur- 
ance Charge Illegal—November, p. 8 
Non-Assessable Policy Upheld in Ala- 
bama — August, p. 16 
Non-Assessable Policies Upheld by 
Alabama Attorney General — Sep- 
tember, p. 23 

North Carolina Ruling Clarifying Rate 
Order — February, p. 8 

Ohio Opinion on State Depository 
Trust Fund — August, p. 6 

Ohio Ruling on Mutual Requirement 
Law — March, p. 16 

Ohio Ruling on Baggage Insurance - 
August, p. 11 
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Ohio Rulings on Insurance—October, 
p. 10 
Ohio Ruling on Mergers — Nover- 
ber, p. 7 
Ontario Ruling on Personal Property 
Floater — January, p. 11 
Opinion on Financial Responsibility 
— December, p. 22 
Palmer Rescinds Commission Order 
— December, p. 11 
Palmer Sets Auto Commissions: Hits 
Finance Abuses — October, p. 13 
Private Carriers Can Write W. C. 
Coverage in Ohio — May, p. 22 
Ruling Bars Compensation Trials by 
Lay Adjusters — October, p. 1i 
Ruling on Capital and Surplus Invest- 
ments — October, p. 6 
Smrha Says a Guarantee Is Insur- 
ance — November, p. 12 
Utah Rulings on Insurance — August, 
p. 24 

SAFETY 


Analyzing Accidents and Improving 
Safety Factors — February, p. 24 
The Bicycle and Trattic Safety—Feb- 
ruary, p. 19 

STATISTICS 


Accidental Deaths Down in 1938 — 
February, p. 9 

April Fire Loss Higher — June, p. 10 
August Traffic Deaths Drop — Oc- 
tober, p. 10 

February Fire Loss Higher — March, 
p. 11 

february Traffic Deaths Down 12% 
— April, p. 22 

January tire Loss Down Slightly — 
February, p. 20 

January Traffic Toll Down — March, 


p. 9 
July Fire Losses Up 9.9% — August, 


p. ll 

July Traffic Deaths Up One Per Cent 
— September, p. 9 

June Fire Losses Up 24%—July, p. 9 
June Traffic Deaths Rise — August, 
p. 10 

March Fire Loss Higher — May, p. 9 
March Traffic Deaths Down 12% — 
June, p. 8 

May ‘Traffic Deaths Down—July, p. 7 
More Big Fires in 1938 — Feoruary, 
p. 15 

9.5% Rise in August Fire Loss—Sep- 
tember, p. 12 

1938 Fire Losses Up 6.1% — Janu- 
ary, p. ll 

November Fire Loss Down 5% — 
December, p. 10 

October Fire Losses Lower—Novem- 
ber, p. 12 

October Traffic Deaths Up 4% — 
December, p. 11 

September Fire Loss Lower — Oc- 
tober, p. 9 

Traffic Deaths Down Two Per Cent 
— November, p. 9 


UNAUTHORIZED PRACTICE 
Bar-Adjuster Suit in Birmingham — 


August, p. 16 
Brown Re-elected Chairman of Con- 
ference Committee — October, p. 11 


Committee on Adjusters Schedules 
Chicago Meeting — March, p. 9 
Court Rules Adjusters Not Practicing 
Law — May, p. 17 

Lawyer-Adjuster Controversy Seems 
Nearing Solution — January, p. 21 
Ruling Bars Compensation Trials by 
Lay Adjusters — October, p. 11 
Supreme Court Ruling Concludes Un- 
authorized Practice Dispute — July, 
p. 23 

Unauthorized Practice Progress — 
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April, p. 21 
Who Won the War? (Editorial) — 
May, p. 5 


WORKMEN'S COMPENSATION 
4.3% Reduction in Wisconsin Com- 
pensation Rate — November, p. 28 
Industrial Accidents in Illinois for 
1938 — August, p. 11 
Pennsylvania Court Holds Compensa- 
tion Act Unconstitutional — April, 
» 35 
Private Carriers Can Write W. C. 
Coverage in Ohio — May, p. 22 
Report on National Council — De- 
cember, p. 8 
Senate Committee Reports on Indiana 
Rating Bureau — March, p. 23 
Sunstroke a Compensable W. C. In- 
jury — July, p. 8 
Tuberculosis and the O. D. Act — 
November, p. 8 
“What Labor Expects Under Work- 
men’s Compensation Laws”, by Joseph 
A. Padway — October, p. 19 
Would Study Michigan Compensation 
Law — June, p. 8 





Savings Bank Life Insurance 
(Continued from page 18) 


employees 3.9 per cent. Chauffeurs 
1 per cent. Children under fifteen 
14.2 per cent. Clerks 13 per cent. 
Doctors 1.4. Domestics 1.4. Engin- 
eers 3.2. Executives 5.9. House- 
wives 9.5. Laborers 1.6. I awyers 
2.1. Merchants 3.7. Public Service, 
that's utility employees, 3.9. Restau- 
rant employees 1.2. Salesmen 9.5. 
Stenographers 1 per cent. Students 
3.4. Tailors 3.3. Teachers 2.7. Un- 
employed 2.2. (We limit unemployed 
people to $500 of insurance.) 

Another study showed that about 
45 per cent of those applying for in- 
surance had no life insurance at the 
time of application. Almost half of 
the people who came in to buy Sav- 
ings Bank Life Insurance had no in- 
surance on their lives when they 
came in. Such a large percentage of 
applicants with no insurance requires 
further examination. 

Why should Savings Bank Life In- 
surance appeal to so many people 
who have no insurance? There are 
those who say that the appeal results 
from fear of solicitation by agents. 
In the last few years I have collected 
several items which indicate some 
people are not anxious to be inter- 
viewed for life insurance. 

Perhaps some of you saw a recent 
article which gave a resume of a 
speech by the vice-president of the 
Occidental Life on the subject of a 
survey made to determine public 
opinion of life insurance agents. Ac- 
cording to that, gentlemen, there is 
quite a section of the population that 
is not entirely sold on life insurance, 
and in our state, we expect that the 
written examination for life insurance 


agents with the resulting small num- 
bers will get away from the unequip- 
ped and unqualified agent. 


It is the experience in Massa- 
chusetts, and we have had an occa- 
sional letter from a person who wants 
to make sure that no agent will call. 
The banks have not stressed the ab- 
sence of agents. They have said that 
all life insurance is good and theirs 
is excellent. 


A review of the Savings Bank Life 
Insurance advertising and publicity 
indicates that the plan has operated 
with a minimum of friction with the 
agents. In fact, outside of a couple 
professional Jeremiahs, relations have 
been pleasant and cordial. Agents 
have told me that they have more to 
fear from their own companies’ boost- 
ing of group life insurance than they 
have from Savings Bank Life In- 
surance. 


Our appeal is directed toward the 
industrial class, and all our records 
indicate that most of our policyhold- 
ers are drawn from that class. Prob- 
ably the industrial agents will not 
stand up and cheer about Savings 
Bank Life Insurance. Some of the 
things which the ordinary agents use 
as selling arguments, we do not have. 
Our policy is simply one that con- 
tains no settlement options, no double 
indemnity, and no disability. * * * 


There are a couple of features 
which I wish to mention rather 
quickly. First, the policy provides 
for non-forfeiture values after six 
months’ premiums have been paid 
and for loan values after one year 
premiums have been paid. There is 
never a surrender charge. Savings 
Bank Life Insurance competes on an 
equal basis with all other types of 
insurance in that it is subject to the 
same rate of taxation, and that the 
expenses of the division are to be 
repaid to the state beginning in 1940. 


Our progress this year has been 
slow but healthy. We will end 1939 
with between seven and eight mil- 
lion dollars of life insurance in force. 
So far we have operated without any 
tinge of bureaucracy. We can expect 
in future years we will grow as Mas- 
sachusetts has grown. Massachusetts, 
operating in only one state, with a 
population of four million, now has 
$175,000,000 of life insurance in 
force. 





JOURNAL of AMERICAN INSURANCE 


A Monthly Magazine 
Containing News and Timely Articles on 
Topics of Live Interest to the Insurance 

World Everywhere 
SUBSCRIPTIONS $2.50 PER YEAR 
Published by 
THE AMERICAN MUTUAL ALLIANCE 
919 North Michigan Avenue, Chicago, Ill. 

















Wa 


De 
sul 
Se 
Fi 
det 
of 


: dis 








um- 
uip- 


ssa- 
cca- 
ants 
call. 
ab- 
that 
1eiTrs 


Life 
icity 
‘ated 
1 the 
uple 
have 
zents 
re to 
oost- 
they 

In- 


1 the 
cords 
hold- 
>rob- 
not 
vings 
f the 
Ss use 
have. 
con- 


ouble 
x * 


tures 
-ather 
vides 
r Six 
paid 
year 
ere iS 
Wings 
on an 
es of 
to the 
it the 
to be 
1940. 


been 
| 1939 
t mil- 
force. 
It any 
expect 
, Mas- 
usetts, 
vith a 
w has 
ice in 





CE 


s on 
‘ance 


CE 
» i. 








Life Presidents 


(Continued from page 21) 


strikingly proved its value. I feel 
today it is your and our responsibil- 
ity to see that insurance supervision 
remains on its present high level of 
effectiveness and that it maintains its 
present intimate contact with the 
problems that arise.” 


HE sessions of the Association 

of Life Insurance Presidents 
were presided over by M. Albert 
Linton, president of the Provident 
Mutual Life Insurance Company of 
Philadelphia. In the address with 
which he opened the convention, titled 
“Mobilizing for Security Through 
Individual Enterprise,” he sketched 
the record which life insurance has 
made during the past year, and dis- 
cussed the place of life insurance in 
the present somewhat confused eco- 
nomic picture. 


He was followed by Dr. Malcolm 
W. Wallace, principal of University 
College of the University of Toronto, 
who spoke of the relations existing 
between the United States and 
Canada, and their significance in the 
light of present world conditions. 


Representatives of five other major 
life insurance associations who were 
present at the convention extended 
the greetings of their organizations to 
the Association of Life Insurance 
Presidents. They were: Cornelius A. 
Craig, Nashville, president of the 
American Life Convention; Arthur 
P. Earle, Montreal, president of the 
Canadian Life Insurance Officers As- 
sociation ; Foster F. Farrell, Chicago, 
manager of the National Fraternal 
Congress; Charles J. Zimmerman, 
Chicago, president of the National 
Association of Life Underwriters ; 
and Holgar J. Johnson, New York, 
president of the newly-formed Insti- 
tute of Life Insurance. 


Other speakers on the two-day 
program were: Dr. Walter E. Thorn- 
ton, medical director of the Lincoln 
National Life Insurance Company, 
Fort Wayne, Indiana, who spoke on 
“Mobilization for Health’; Dr. 
Harold Willis Dodds, president of 
Princeton University, whose subject 
was “The Nation’s Investment in 
Higher Education”; Frederick W. 
Hubbell, president of the Equitable 
Life Insurance Company of Iowa, 
Des Moines, who spoke on “Life In- 
surance Investments and Individual 
Security”; J. Reuben Clark, Jr., 
First Counselor in the First Presi- 
lency of the Church of Jesus Christ 
of Latter Day Saints in Utah, who 
discussed “Some Thoughts and Ex- 


JOURNAL OF AMERICAN INSURANCE 





pectations of a Policyholder” ; Henry 
H. Jackson, actuary of the National 
Life Insurance Company, Montpelier, 
Vermont, whose address was titled 
“Life Insurance—A Great Inven- 
tion”; Rev. Dr. Edmund A. Walsh, 
vice-president of Georgetown Uni- 
versity, Washington, who discussed 
“The United States in the Present 
World Crisis’; Ray D. Murphy, 
president of the Actuarial Society of 
America, New York, whose subject 
was “The Sale of Annuities by Gov- 
ernments”; Arthur B. Wood, presi- 
dent of the Sun Life Assurance Com- 
pany of Canada, Montreal, who dis- 
cussed “Life Insurance in Wartime” ; 
and Governor John W. Bricker of 
Ohio, who addressed the convention 
upon “The State.” 


Comes On 
Mr. Miller's Speech 


(Continued from page 22) 


cient management of business and 
personal affairs. Too often persons 
in the insurance business have looked 
on their institution as primarily a 
means to further their own economic 
well-being. They have even regarded 
the questions and discussions of in- 
surance buyers as in some measure 
impertinent. Fortunately these atti- 
tudes are changing, though they have 
not entirely disappeared. With the 
continued growth of the knowledge 
and ability of insurance buyers, and 
with their assignment to increasingly 
important positions in the hierarchy 
of business management. it may be 
expected that much medievalism will 
be overcome. The constructively crit- 
ical buyer is a force for progress in 
insurance. 

Insurance teachers have devoted 
themselves mostly to the operation 
of the insurance business, to discus- 
sion of theory and practice as exem- 
plified in the sound issurance struc- 
ture which has been built up by in- 
surance business men and actuaries 
under the supervision of state insur- 
ance departments. 


I believe, with Mr. Miller, that, 
without neglecting the work which 
we now do, we could profitably de- 
vote more attention to the use of 
insurance, both in our teaching and 
research activities. 

The greatest service we can render 
is to promote clear, informed think- 
ing on insurance. Everyone concerned 
with insurance will be better served 
if such thinking is applied not only 
to the management of the insurance 
institution itself, but also to the use 
of insurance by the insured. 


January, 1940—27 


Publishes ‘“Medical Care’’ 


Symposium 
THE WIDESPREAD CURRENT INTER- 
EST IN THE VARIOUS PLANS BEING 


advanced for changes in the Ameri- 
can system of medical care has led 
the Duke University School of Law 
to devote the most recent issue of its 
quarterly “I.aw and Contemporary 
Problems” to this subject. Edited by 
Professor David I. Cavers, the pub- 
lication follows its standard plan of 
having numerous individuals promi- 
nent in the field contribute special 
articles upon various aspects of the 
problem. Previous issues which at- 
tained wide circulation in insurance 
circles were those devoted to com- 
pensation for automobile accident vic- 
tims and to the unauthorized prac- 
tice of law controversy. 

Subjects treated in the “Medical 
Care” symposium are: National prob- 
lems in medical care, American ex- 
perimentation in meeting medical 
needs by voluntary action, ethical 
and legal restrictions on contract and 
corporate practice of medicine, en- 
abling legislation for non-profit hos- 
pital service plans, the contract pro- 
visions and administrative procedures 
of hospital service plans, the Michi- 
gan enabling act for non-profit medi- 
cal care plans, the organization of 
California physicians’ service, the 
medical care program for Farm Se- 
curity Administration borrowers, the 
anti-trust prosecution against the 
American Medical Association, the 
background of the Wagner National 
Health Bill, legislative proposals for 
under Title XIII of the National 
Health ill, legislative proposals for 
compulsory health insurance, prob- 
lems in the formulation of a disability 
insurance program, and a study of 
the formulae for grants-in-aid in the 
Wagner Bill. 

A limited number, of single copies 
of the issue — at seventy-five cents 
each — is available. Copies may be 
secured from David F. Cavers, Edi- 
tor Law and Contemporary Prob- 
lems, Duke Station, Durham, North 
Carolina. 

e @ ® 


Manes in Puerto Rico 


DOCTOR ALFRED MANES, PROFESSOR 
OF INSURANCE AT THE UNIVERSITY OF 
Indiana, now on leave, is in Puerto 
Rico delivering a series of lectures in 
Spanish and English, which are part 
of a program of education sponsored 
hy the Superintendent of Insurance 
of the Island, Honorable Hector R. 
Rall, of San Juan. 
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ASSOCIATED LUMBER MUTUALS 


Wish You 
A 


HAPPY AND PROSPEROUS 


1940 
* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna.—-Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—dAssociated Mutuals, Inc., 
Atlanta, Ga—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—-The Martin 


General Agency, Seattle. Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
































Blind Without Middlemen 





m. The capable middleman is invaluable in 
~ the world’s business. Through his con- 
tact with human needs he has developed a sense of 
values that is constantly working for the benefit of his 
fellow men. Without capable, trained middlemen, the 
distribution of goods and services would be severely 
hampered, and blind buying would be the rule rather 
than the exception. 

In the field of insurance service, our experience over- 
whelmingly favors the expertly schooled middleman. 
Every Feperatep-HMC representative is thoroughly 


trained in the business of giving invaluable Fire and 


Casualty insurance service. This service includes . . . 
Program Plans that usually show how more adequate 
protection can be secured from the insurance dollar 
. . . Fire and Accident Prevention Service that saves 
lives, saves property and reduces insurance costs. The 
FepERATED-HMC representative is a capable middle- 


man, and you will find it profitable to see him when 


he calls. 

FEDERATED HARDWARE MUTUALS 
Hardware Dealers Mutual Fire Insurance Company... . . Stevens Point, Wis. 
Minnesota Implement Mutual Fire Insurance Company... . . Owatonna, Minn. 


HARDWARE MUTUAL CASUALTY COMPANY 


Stevens Point, Wisconsin 
































Thanks to 


MUTUAL INSURANCE 

















In times like these, we can and should be 
thankful that we make our living in insurance. 
We work to proteci, to save lives, not to 


destroy them; to prevent accidents and blood- 


shed and want and suffering, not to contribute * 


to them. 


We can and should give special thanks that 


ours is mutual insurance—American insur- 
ance—and that we work with and for Ameri- 
can citizens and property in America. 

We should be thankful—but in addition, 
we should continue to make that distinction 
an important one, both to ourselves and to 


our policyholders. 


Lumbermens Mutual Casualty Company 


JAMES S. KEMPER, PRESIDENT 


Mutual Insurance Building 


Chicago, U.S. A. 














